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EXECUTIVE SESSION. 

l\Ir. O"GOil~fAN. I move that the Senate proceed "to the con
sideration of executiYe business. 

The motion 'vas agreed to, and the Senate proceeded to the 
consideration of executi>e busine s. After 55 minutes speut in 
executive session the doors were reopened, and (at 3 o'clock and 
55 minutes p. m.) the Senate adjourned until to-morrow, Tues
day, NoYernber 25, 1913, at 12 o'clock meridian. 

NmHN.ATIONS. 
E.rccuti,,;e nominations receii;cd by the Senate No'!;enibcr 24, 1913. 

UNITED ST.ATES MABSHAL. 

Edgar II. Jame , of Kentucky, to be United States marshal, 
western district of Kentucky, vice George W. Long, resigned. 

MEMBEBS OF THE PHILIPPINE COMMISSION. 

Henderson S. Martin, of Kansas, to be a member of the Phil
ippine Commission, secretary of public instruction, and vice 
goyernor of the Philippine Islands, vice Newton W . Gilbert, 
resigned. 

Clinton L. Riggs, of Maryland, to be a . member of the Philip
pine Commis ion and secretary of commerce and police, vice 
Charles B. Elliott. resigned. 

Winfred T. Denison, of New York, to be a member of the 
Philippine Commission and secretary of the interior, vice Dean 
C. Worcester, resigned. 

CONFIIl:MATIONS. 
Bxecutit:e nominatio11s confirmed by the Senate 'NoL1embcr 24, 

1913. 
Co:-lSULS GENERAL. 

Stuart J. Fuller to be consul general at large. 
William W. Handley to be consul general at Callao, Peru. 
Michael J. Hendrick to be consul general at Christiania, 

Norway. 
Carl Bailey Hurst to be consul general at Barcelona, Spain. 
Henry II. l\Iorgan to be consul general at Hamburg, Germany: 
R , nsford S. l\Iiller to be consul general at Seoul, Chosen. 
Thomas Sammons to be consul general at Shanghai, China. 
George H. Scidmore to be consul general at Yokohama, Japan. 
Robert P. Skinner to be consul general at Berlin, Germany. 
John Q. Wood to be consul general at Adis Ababa, Abys inia. 

CONSULS. 

Henry D. Baker to be consul at Bombay, Jndia. 
John K. Baxter to be consul at Maracaibo, Venezuela. 
Harold D. Clum to be consul at Corinto, Nicaragua. 
William Dawson, jr., to be consul at Rosario, Argentina. 
W. Roderi~ Dorsey to be consul at Tripoli, Libya. 
William F . Doty to be consul at Nassau, Bahamas. 
Julius D. Dreher to be consul at Toronto, Ontario, Canada. 
Cornelius Ferris, jr., to be consul at Port Antonio, Jamaica. 
Charles Forman to be consul at Moncton, New Brunswick. 
Paul H. Foster to be consul at Jerez de In. Frontera, Spain. 
Arminius T. Haeberle to be consul at St. Michaels, Azores. 
Lewis w. Haskell to be consul at Belgrade, Servia. 
Chai'les 1\1. Hathaway, jr., to be con ul at Hull, England. 
Frank Ander on Henry to be consul at Puerto Plata, Domini-

can Republic. 
Charles .A. Holder to be con ul at Cologne, Germany. 
Douglas Jenkins to be consul at Riga, Russia. 
Milton B. Kirk to ba consul at St. Johns Quebec, Canada. 
Myrl S. Myers to be consul at Swatow, China. 
Kenneth S. Patton to be consul at Cognac, France. 
Albert W. Pontius to be consul at N"anking, China. 
John A. Ilay to be consul at Sheffield, England. 
Emil Sauer to be consul at Goteborg, Sweden. 
Maddin Summers to be consul at Santos, Brazil. 
Ro_bert J. Thompson to be consul at Aix la Chapelle, Germany. 
Frederick Van Dyne to be consul at Lyon, France. 
Charles L. L. Williams to be consul at Dalny, Manchuria. 
Jay White to be consul at Naples, Italy. 

NAVAL OFFICE:& OF CUSTOMS. 

William Brown to be naval officer of customs in the district of 
Chicago. 

APPB.AISER OF MERCHANDISE. 

Seth F. Clark to be appraiser of merchandise in the district 
of Maine and New Hampshire. 

COLLECTOR OF INTERNAL REVENUE. 

John 1\1. Rapp to be collector of internal revenue for the 
thirteenth district of Illinois. 

Pos1'MASTEBS. 
FLORIDA. 

L . .l\.f. Caswell, Perry. 
IN DI.ANA. 

William S. Tindall, Paoli. 
MISSISSIPPI. 

Myrtle A. McKay, Pelahatchee. 
MISSOUIU. 

Sterling S. Ball, Kahoka. 
NORTH DAKOTA. 

W.W. Anderson, Edgeley. 
OHIO. 

Adelle E . Joseph~ Nottingham. 
OKLAHOMA. 

A. L. Kates, Claremore. 
Julia P. Montgomery, Valliant. 
H . W. Warrick, Lehigb. 

SOUTII DA.KOT.A. 

J . F . Kelley, Aberdeen. 

SENATE. 
TUESDAY, November 25, 1913. 

Prayer by the Chaplain, Rev. Forrest J. Prettyman, D. D. 
NAMING A PRESIDLL~G OFFICER. 

The Secretary (J ames l\f. Baker) read the following com
munication: 

To the Senate: 

PRESIDENT PRO TE)fPORE UNITED STATES SENATE, 
Washington, November !5, 191$. 

Being temporarily absent from the Senate, I appoint Hon. JOHN 
R.A.XDOLPH THORNTON, a Senator from the State of Louisiana, to per
form the duties of the Chair during my absence. 

JAMES P. CLARKE, 
President pro tempot·e. 

Ur. THORNTON thereupon took the chair as Presiding Officer 
and directed that the Secretary read the Journal of the pro
ceedings of the last legislative day. 

THE JOURNAL. 

The Journal of yesterday's proceedings was read and approved. 
PETITIONS .AND MEMORIALS. 

The PRESIDING OFFICER presented re!'::olutions adopted by 
the Kapahulu Improvement Club, of Honolulu, Hawaii, favor
ing the enactment of legislation for the extension of the fran
chise of the Honolulu Rapid Transit & Land Co., which 'vere 
referred to the Committee on Pacific I lands and Porto Ilico. 

Mr. TOWNSEND presented a petition of the Michigan Pat
ent Law Association, praying for the repeal of the copyright 
law, which was referred to the Committee on Patents. 

He also presented a memorial of sundrv citizens of Knla
mazoo, l\Iich., remonstrating against the enactment of leuj la
tion compelling the obserrnnce of Sunday as a day of re t in the 
District of Columbia, which was referred to the Committee on 
the District of Columbia. 

Mr. W~EKS presented a memorial of the Social Science 
Club of Newton, Mass., remonstrating aaainst the enactment of 
legislation authorizing the city of San Francisco to use the 
waters of Retch Hetchy Valley, which was ordered to lie on 
the table. 

l\fr. WEEKS (for 1\Ir. LoDGE) presented the memorial of 
L. B. R. Briggs, pre ident of Radcliffe College, and of William 
Z. Ripley and sundry other professors of HJtrrnrd Univer;'ity, 
Cambridge, Mass., and the memorial of William D. Parkinson, 
superintendent of schools, and other sundry citizens of 'Val
tham, l\fass., remonstrating against the enactment of legl sla
tion authorizing the city of San Franci co to u e the waters of 
Retch Hetchy Valley, which were ordered to lie on the tab1e. 

Mr. CHAMBERLAIN. I present a petition from citizen of 
the State of Oregon relative to the pa age of a pension bill for 
the membership of the United States Military Telegraph Co1;ps, 
which I ask may be printed in the RECORD, together with the 
signatures, and referred to the Committee on Pensions. 

There being no objection, the petition was referred to the 
Committee on Pensions and ordered to be printed in the REcoun, 
together with the signatures, as follows: 

NOVEMBER 11, 1013. 
To the Cong1·ess of the United States: 

The · undersigned citizens of Portland. in tbe State of Oregon, hellev· 
ing that the members of the United States l\lilitary Telegraph Corps, 
who rendered exceptional military ervice in the Civil War, 1861-1 65, 
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have heretofore been overlooked in the distribution of the rewards 
meted out to the soldie1·s of that war, do most earnestly petition the 
Congress to pa5S remedial legislation in the form of the pension bills 
now be.fore it. 

W . .A Robb, 641 Mountain Boulevard; W. E. Brooks, 758 East 
Couch ; J. A. Paqnette, 590 Division; C. R. Parkinson, 
1830 Clackamas Street; Robert .A. Montgomery, Gard
ner Avenue and Cooper Street; J . .A. Carter, 730 Hoyt 
Street; B. l\J. Brents, 414 l\lill Street; F . Springer, 181 
Green .Avenue; H. B. Nesbit, Hotel Congress; .A. 
Schoepper, 835 Tenth Street; L. Fl . Anderson, 150 North 
'l'wenty-fourth Street; C. J. Gotthelf, 350 Salmon. 
St reet; B. n.. Bates, 207 Fourteenth Sh'eet; L. B. 
Kinne, 363 East Forty-ninth Street; S. J. Johnston, 
3 0 East Fiftieth Street; George W. Hann, 964 Corbett 
Street; W. A. Humphrey. 8 East Eleventh Street; Ira 
G1·eenwood, 6810 Forty-third A venue SE. ; W. Butler, 
Franklin Hotel; Frank C. Routledge, Orlando Apart
ments, Twentieth and Washington Streets; Harry A. 
Whitson, 912 East Nineteenth Street N. ; J. W. Holt, 
433 Broadway S. ; C. E. Christie. 302 East Forty-sixth ; 
I. E . Hickey, 591 East Twentieth Street; E. G. Nixon 1 6105 Forty-eighth SE. ; M. M. Swearingen, 1157 East. 
Morrison; C. A. Cook, Park Rose; H. G. Dorr. 188 
Stanton Street; P. F. Schnur, 16 Clackamas Street; 
L . H. Kluge, 183 East Thirty-third ; C. W. Browne, 
1477 Fern Street; E. G. Gray, 1550 Vincent Avenue; 
R. G. Gray, 1550 Vincent .Avenue; N . .A. Slocum, 251 
East Thirty-ninth Street; B. Howell, 311 Eleventh 
Street; C. M. Trimble, 260 Nartilla; C. B. Sweet, 
Grandesta .Apahments ; C . .A. Leppere, 1900 East Taylor 
Street; G. B. Flood, 231 East Seventy- econd N. 

:Mr. GALLINGER pre"ented the memorial of R. .M. Shurtleff, 
of New York, N. Y., remonstrating against the enactment of leg
islation authorizing the city of San Francisco to use the waters 
of the Hetch Hetcby Valley, which was or<lered to lie on the 
table. 

WOMAN SUFFRAGE. 

Mr. GALLINGER. Mr. President, I haYe a memorial signed 
by Mrs. George S. Edgell. of Newport, N. H., daughter of the 
late Austin Corbin, and ~04 other women of the State of New 
Hampshire, protesting against granting the suffrage to women. 

In transmitting the memorial Mrs. Edgell very modestly 
suggests that she would be pleased to haYe it appear in the 
RECORD. I will therefore ask that the heading of the memorial 
be read, and that" the names be not inserted in the RECORD, as 
that is contrary to our cu tom. As the joint re olution on the 
subject has been reported to the Senate, I ask that the memo
rial lie on the table. 

There being no objection, the memorial was read and ordered 
to lie on the table, as follows : 
To the Federal Congress of the United States of America i.11, Wash

ington assembled: 
We. the undersigned citizens of Newport, in the county of Sullivan, 

and State of New Hampshire, representing women of every station in 
life. tru~ting in God and vitally interested in the pre~ervation of the 
traditional American home, are opposed to the extension of suffrage 
to our sex. 

With the demands of society, the calls of charity, the church, and 
philanthropy constantly increasing, we feel that to add the distracting 
forces of political campaigns would wreck our constitutions and destroy 
our homes. 

At all times we are rrady to give oar full portion of love and sacri
fice for the life of the Nation and the good of mankind, but we look 
upon the attempt now being made by some to crowd the obligations of 
suffrage upon us as a move to change our natures and destroy us for 
that wider field of influence and usefulness which in .America has 
always belonged to woman . 

'rherefore we respectfully petition your honorable body, and ask that 
you will vote against all measures which may come before you looking 
to the extension of the franchise to women. 

Dated at ~e\Vport, N. H ., this 7th day of July, 1913. 
SAN FRANCISCO WATER SUPPLY. 

Mr. PITTI\fAN. Mr. President, I have here a resolution 
of the California C:imera Club. of California, in regard to the 
bill commonly known as the Hetch Hetchy water bill, referring 
to the Sun Francisco water system. In presenting the resolution 
to the Senate and asking that it may be read oy the Secretary 
I wish to make a preliminary statement. This club is com
posed of members from the whole State of California. It bas 
a Yery large membership and nearly every member of the 
club bas been in the Hetch Hetchy Valley. They made a trip 
there as a club about a ye:u and a half or two years ago. I 
should like to have the re olution read. 

There being no objection, the resolution was read and ordered 
to lie on the table. as follows: 

No organization in California has as keen an appreciation of natural 
beauties as the California Camera Club. Tbis organization has always 
been Identified with the movement to preserve natural beauties, and its 
members, more numerously than any other group of people, have visited 
the 8ierras. At a special meeting of the board of directors held Novem
ber 10 to discuss the Hetch Hetchy project the following was unani
mou ly adopted : 
" Whereas it is the policy of the -California Camera Club to take an in

terest in everything tbat is for the benefit of the community; and 
" ·whereas at a recent IPrtnre given under the auspices of this club the 

speaker directed · criUcism at the efl'ort of San Francisco to secure 
a water supply from Hetrb Hetchy for municipal consumption; and 

" Whereas the views exp1·essed by this lectm·er were his own personal 
views _!lnd not those of the California Camera Club ; and 

" Whereas the members of the California Camera Club are primarily 
true lovers of nature, and as such believe that the addition of a 
lake in Hetch Hetcby Valley will enhance its scenic beautle., will 
cause the development of a system of roads, and will permit visitors 
a more ready access to the natural beauties of this now almost in
accessible region ; and 

"Whereas the California Camern. Club recognizes that even now the 
water supply of San Francisco is inadequate and with the growth of 
the city will become more inadequate; and 

"Whereas the water of the Hetch Hetchy is well known to be of the 
very pm·est: Now, therefore, be it 

"Resolved, That the California Camern Club, recognizing that a suffi
cient and perfectly pure water supply is one of the most valuable 
as ets of any large and growing municipality, desires to express lts ap
proval of any action taken toward the se~u1·ing of the Hetch Hetchy 
watershed as a . permanent source of a municipality-owned water supply." 

Ur. PITTMAN. I ha>e another resolution here addre~sed to 
the Senate by the California Club of California, which is, I 
believe, the largest woman's club in California. It is composed 
of members from all over the State. I should like to ham the 
Secretary also read this resolution. 

There being no objection, the resolution was read and ordered 
to lie on the table, as follows: 
Whereas San Francisco has been for 12 years appealing to the Federal 

Gove.rnment for such rl~hts in the high Sierras as will enable it to 
provide the people of tne bay counties with a i;ure and adequate 
supply of water ; and 

Whereas the Betch Hetchy region offers the only source to which San 
Francisco can look for such an uncontaminated supply as will pro· 
~~dJ for not only the immediate but the future needs of its people ; 

Whereas San Francisco already owns outright more t:ian half tbe land 
in the flocr of the Retch Hetchy Valley which will be flooded by 
the proposed reservoir, and has in good faith spent one and one
half million f'ollars in the development of its proposed municipal 
water system ; and 

Whereas all that San Francisco asks of the Federal Government is the 
right to construct a darn and the grant of the use as a rcse1·voir 
of part. of the Hetch Hetchy Valley, which will in no wise be im
paired m Its natural beauty by the creation of a lake; anfl 

Whereas the natural beauties of the Betch Hetchy region will be made 
more easily accessible to thousands of nature lovers by the building 
of roads and trains, which San Francisco will construct into this 
enti re region ; and 

Whereas human consumption is the highest use to whlcb the H<>tch 
Hetcby water can be put, in that it will safeguard the bealth and 
supply the present needs of a community of 800.000 people and the 
future needs of manv times that numbe1·: Therefore be ft 
Resolved by the California Club of California (450 members). That we 

most earnestly go on record as approvfug of San Francisco's getition to 
;g3gb·:s~t ff~thhei· grant of certain rights in the Hetch Hetc y region; 

Resol-ved, That we declare our ti1·m conviction that human needs arc 
paramount to sentimental objection of so-called "nature lovers." who 
profess to see In San Francisco"s project a desecration of nature. al- · 
though the work of San Francisco in the high Sierras will in rea.litv 
bring this wonde1· region closer to the real lovers of nature and wiil 
~~ ?to f~~~~e!?1pair the grandeur of the scenery there to be found ; and 

Resolved, That we regret the campaign of misrepresentation that 
bas been made in the efl'ort to prevent !3an Francisco from obtainin"' 
that pure and adequate supply of water to which every community 
should be entitled; and be it further · 

Resolved, That we petition the Senate of the United State.- to grant 
to San Francisco the rights for which it has so long appealed and 
which are embodied tn the Raker bill. heretofore passed by the House 
of Representatives of the United States. 

Mrs. A. P. BLACK, President. 
Mrs. J. S. A. M.AcDo~ALD, Secretary. 

l\fr. PITTl\IAN. I have here a list of clubs throughout the 
country that have indorsed the last resolution read. I ask Jen.ye 
to barn it printed in the RECORD, without reading. 

There being no objection, the matter referred to was ordered 
to be printed in the RECORD. as follows: 

The following ba\·c also adopted the resolution: 
The Rhode Island Woman Suffrage Association; Elizabeth pbam 

Gates, president; Sa.ra L. G. Fittz, secretary, 197 Longfellow Street, 
Providence, R. I. 

The Pacific C0ast Women's Press .Association, San Francisco; Mrs. 
I. Lowenberg, p1·esident; Mrs. "\V. C. Morrow, corresponding secretary; 
Mrs. A. J. Stowell, recording secretary. 

The North Carl)Jina Soc1ety; R. G. Lewis, president; William P. Hub
bard, secretary. 

The Waitresses' Union, Local No. 48, San Francisco ; Gertie Benton, 
preside11t; Laura folleda, secreta1·y. 

The civic department of California Club, of California ; Mrs. Louis 
Hertz, president; Mrs. John S. Phillips, secretary. 

The South Park Mothers' Club, San Francisco; M. McFarlane, sec
retary. 

The Woman's Club of lledondo Beach; Mrs. John Steward, president; 
Mrs. Perry Long, secretary. 

Tile Richmond Women's Club; Mrs. E. H. O'Donnell, secretary; Mrs. 
J. W. Felt, president; Mrs. E. G. Ely and M1·s. F. Menz, executive com
mittee. 

The Lois .Art Club, of Grass Valley; Edna D. Sampson, president; 
Mignotte Grant, secretary. 

The Thursday Reading Club. of Oakland ; Helen L. Courteau, presi
dent; Belen B. Barnes secretary. 

The Mountain View Woman's Club; Mrs. Eliza J. Farrell, president: 
Miss E. J . Stevens, secretary. 

To Kalon Club, San Francisco; Maybelle Worth Stevens, C'Orrespond
ing secretary. 

The Alta Mira Club, of San Leandro ; Gainor G. Aitken, president; 
Alma Pauline Spurr. secretary. 

The Tamalpais Center Woman's Club; Mrs. Margaret Samilton, 
president. 

The Sonoma Valley Woman's Club; Carrie A. Burlingam, president; 
Alice Wagnon, secretary. 



6012 CONGRESSIONAL RECORD-SEN ATE.> NOVEMBER 25, 

T~e Woman's Civic Club, San L~s Obispo, Cal.; Mrs. Eliza .!filler; I inn.smuch as we individually · receive them through the mail 
president ; Grace A. Van Scoy, secretary. . h · ' 

'.rhe Laurel Hall Club; Christine Hart, president; Grace Guild Palmer, oug t not to encumber the RECORD to a greater extent than is 
secretary. absolutely necessary. 

The San Francisco Coloay of New England Women; Mt·s. G . .:B. ~liller, 
president; Mrs. l\fartin C. Walton, secretary. 

The Improvement Club of Auburn, Cal.; :ri:Irs. Cora El. Tabor, presi
dent; Harriet J. Lewi , secretary. 

The Vittoria Colonna Club ; Mariana Bcrtola, president; Iride D. Mar
tini. secretary. 

The Montlcola Club, Su'illnville, Cal.; Mrs. Atawa McKinsey, presi
dent; Mr . Ada L. Hart, Fecretary. 

The Western Development Co. ; W. S. Gray, president; A. M. Enc
wold, secretary. 

The Texas Club; Dr. R. E. Bering, president; A. J. Hockwald, sec
retary. 

l\Ir. PITTML~. I also have here a letter from the State 
engineer of the State of California as to the legal rjghts of San 
Francisco to this water. I ask leave to have it prlnted also .in 
the B.EcoRD wj thout reading. 

There being no objection, the Jetter was ordered to lie on the 
table a.nd to be printed in the RECORD, 11s follow : 

To ichom it may concern: 

STATE OF CALIFORNLA. 
DEPARTl\IE:\'T OF E."lGib'EERL."'\G, 

Sacramento, November 1~., 1!J13. 

Concerning San Francisco, and San Francisco Bay district and an 
adequate water supply, the w1·iter believes tbat tbe Hetch Betchy 
project is the bP.st and also believes that this district is entitled to the 
best source of supply available. 

I am quite familiar with the whole State of California, and have n 
very full knowledge .of the Bay district, having resided theTe during 
the past 13 years. A. commissioner of public works of the city of 
Berkeley. it was my duty, in connection with the governlng bodies of 
nPigbboring cities, to give the matter of ater supply considerable study 
three or four years ago. 

Have given a careful read in~ to the report of a hearln..,. of the Commit
tee on Public Lands of the Sixty-third Congress, first se sion, H. R. 6281, 
and had there been any 1in gering doubt in my mind as to the le..,.itimate 
claim of San Francisco 'to thi source of water supply it would have been 
entirely dis ipated by the testimony and speeches made at that bearing. 

W. F. McCLURE, State Engineer. 
.Mr. PITTMAN. I also have here resolutions adopted by the 

League of California 1\!unicipalities, favoring the passage of the 
Raker bill. I ask leaYe to have the resolutions ·printed also in 
the R ECORD without reading. 

'There heing no objection, the resolutions were ordered to lie 
on the tab le and to be printed in the RECOBD, as follows : 
Whereas there is now pendlng in the Senate of the United States a 

bill known as the Raker .A.ct, which measure has already passed the 
Tiouse of RPpresentatives; and 

Whereas tbe Raker Act is a grant from "the United States to the city 
and county of an Franci co and the other cities on San Francisco 
Bay, wherein the abject of the grant is reservoir sites in the Betch 
Hetchy Valley, Cherry River Valley. and Lake Eleanor Basin, aid 
sites to be used for ·tbe purpose of supplying water to the commu
nHies .around San Francisco Bay; and 

Whereas the needs of San Francisco and adjoining cities are .sucb that 
immediate relief is necessary to insure adequate supplies of water 
for dome tic purposes : Therefore be it 
Rc.~olved. That the League of California. Municipalities, Tepresenting 

185 cities and towns, In its sixteenth annual convention assembled in 
the city of \,enice, does hereby approve the said Rak<> .. bill, and respect
fully urges its pa sage in the Senate of the nited States. 

I hereby certify the foregoing to be a true copy of a resolution 
adopted by the League of California. Municipalities October 10, 1913. 

H. A. 1\1.AsoN, Secretm·v. 
Mr. S:\f OOT. Mr. President, in connection with the Retch 

Hetchy water bill, so called, I wish to give notice to the Senate 
that I have received many, many thousands of protests against 
it. I have not felt it proper or right to encumber the RECORD 
with all these protests, but I am frank to say that I believe I 
ha.Ye in my office at least 5,000 letters from different parts of 
the country protesting against the passage of the bill. 

I merely wish to make this statement, l\lr. President, .because 
parties protesting to me and noticing that other communica
tions on the subject are put in the RECORD may think tlrn.t I 
ha>e neglected a duty. I simply call the attention of the Senate 
to the fact without asking that the RECORD be encumbered 
\Ti th them. 

1\Ir. WORKS. Mr. President. while we are on this subject 
I desire to give notice that on Thursday, the 4th of December, 
I wiU submit some remarks on the Retch Hetchy bill. 

l\Ir. -GALLINGER l\lr. '.President, in connection with tbe ob-
ermtions of the Senator from Utah [Ur. SMOOT] I desire to 

put in the RECORD a tatement of the fact that I am al o in 
receipt of almost innumerable letters on the subject. This 
morning a lengthy article from the pen of Frederick Law Olm
sted, jr., one of the most celebrn.ted landscape gardener of the 
world. Cfillle to me with a letter .a king that I should have it 
in erted in the RECORD. It is a very long communication. Mr. 
Olmsted is oppoe.ed to the project. I have not felt like asking to 
have it printed in .the RECORD., .as I have not asked :to haT"e any 
of the letters on this subject printed. 

'The •matter 1s to 'Come up for debate very soon, and I will 
venture to express the hope that l~tters .and .resolutions :on ,one 
or the otber side or on both sides of this -important question, 

BILLS INTRODUCED. 
Bills were introduced, read the first time, and, by unanimous 

con ent, the Eecond t.ime, and referred as follows : 
By Mr. DILLINGHA.l\f: 
A. bill (S. 3472) granting ru1 honorable di charge to Franklin 

1\Iartin; to the Committee on Mflitary Affairs. 
A bill (S. -3473) granting a pension to Helen M. Gleed (with 

accompanying papers); to the Committee on Pensions. 
By l\Ir. TOWNSE .... TD : 
A bill ( S. 3474) to remove the .charge of desertion from the 

record of Almon L. 1.UcNich (with .accompanying paper) ; to the 
Committee on Military Affairs. 

A · bill ( S . . 3475) O'ranting an increase of p n ion to Charl 
M. Walker (with accompa.nying papers) ; 

A bill (S. 3476) "ranting a pension to Fidelia 1\1. Waffle (with 
accompanying paper ) ; 

A bill ( . . 3477) granting an increase of pension to Henry 
Eaton (with accompanying papers); 

A bill ( S. 3478) granting an 1ncrease of pension to James K. 
Brooks {with accompanyin(J' paper) ; 

A bill ( S. 3479) granting a pension to Ambrose A. Link (with 
accompanying paper) ; 

A bill (S. 3480) granting a pension to Elizabeth A. Tice (with 
accompanying papers) ; and 

A bill ( S. 3481) O'r.anting a pension to Henry F. Baldwin 
(with accompanying papers); to the Committee on Pensions. 

By 1\!r. GALLINGER: 
A bill ( S. 3482) relating to the sale of bichloride of mercury 

in the Di trict of Columbia; to the Committee on the Di trict 
of Columbia. 

MU,ITailY IDGHW AY, EL PASO, TEX . 

l\fr. SHEPPARD. I introduce a joint resolu tion ancl a k that 
it be read and referred to the Committee on .Military Affairs. 

The joint resolution ( S. J. ne·s. 81) authorizing the survey 
and estimate of co t for the construction of a military road· 
from El Paso, Tex., to the mouth of the Rio Grande, was read 
twice by it title and referred to the Committee on Military 
Affairs, as follows: 
Whereas conditions along the Rio Grande border of the United States 

have demonstrated beyond question the neces ity of a military high
way from El Paso to tbe mouth of the Ilio Grande; and 

Whereas tbe difficulty of r eaching many sections of this border with 
troops ::tnd munitions of war makes that portion of ow· country com
paratively easy of im·asion, exposes many thousands of our people 
to untold d:rngers in time of war, prevents the proper policing of tho 
border ft,!mlnst smugglers and other lawle. s classes, and imperils the 
security both of life and property :. Therefore be it 
R esolved, eto., That the Secretary of War is hereby directed to cause 

to IJP. made a survey for such highway at the earliest pos ·ible date to-
gether with an estimate of cost. ' 

That for the purpose of defraying the cost of said survey and estimate 
the sum of .'.25,000. or so much thereof ns may be neces._ary, i. hereby 
appropriated out of any moneys in the Trea ury not otberwi e appro
priated. 

BUZZA.RDS DAY BUOY. 

Mr. 'ROOT ' submitted the followin(J' re olution (S. Iles. 219), 
which was read, considered by unanimous con ent, and agreed to: 

Reso lved, That the Secretary of Commerce be directed to inform the 
Senate what steps have been taken or are contemplated to buoy :ind 
mark that part of the public navigable waters of the United States in 
Buzzards Bay which will become a much·frequented trade route upon 
the opening of the Cape Cod Canal. · 

IIOUR OF MEETING TO-MORROW. 

The PRESJDH\G OFFICER. Morning !Jusine s is clo ed. 
The calendar under Rule VIII is in order. 

Mr. KERN. l desire to inquire· of Members on both side of 
the Chamber whether any Senator is ready to proceed or will 
be ready to proceed ·with the discus ion of the cuneucy bill on 
to-morrow? 

l\Ir. GALLINGER. No Senator is ready to proc.eed on this 
side of the Chamber. 

Mr. NELSON. In reply to the Senator from Indiana, I beg 
leave to state that with the exception of the Senator from Ne
braska [1\Ir. HITCHCOCK], who intends to di cus the bill to
day, I am aware of no Senator on this side of the Chamber who 
de ires to go on with the debate. 

Mr. KERN. Then, Mr. President, I moTe that when the Sen
ate adjourns to-day it adjourn to meet to-morrow at 2 o'clock 
p. m. 

The motion was agreed to. 
BANKING AND CURRENCY. 

:Mr. HITCHCOCK 'obtained ti'i.e floor. 
Mr. OWEN. May .I ask the Senator f1·om Nebra ka just for 

a moment cl time'? I wish to call the attention of the Senate 
to the condition of the c._tlendar and to the unanimous-consefit 
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agreeme ts \Yhich are on the calendar. One is for Decem
ber 1, ID13, providing for the disposition of the Hetch Hetchy 
l>i11 , ancl. the other is for December 8, relating to the Alaska 
railroad bill. I houlu like .to ha-re it understood that, in 
so far as those unanimous-consent agreements do not require 
the time of the Senate, I shall feel it my duty to ask the Senate 
to conEider the banking and currency bill. I suppose there will 
not be Yery much time taken up on the Hetch Hetchy bill, and I 
should be very glad to know from the Senator from Nevadn 
[:l\Ir. PITTMAN], in charge of that bill, what time he anticipates 
will be consumed by debate upon that measure. 

:Mr. PITTl\IAN. Mr. President, at present there are only 
two addresses noted to be made on that subject. One is by the 
Senator from Colorado [1\fr. TuoM.A.S] for the 3d of December, 
and the other is by the Senator from California [Mr. WoRKs] 
for the 4th of December. I do not know how many Senators 
desire to discuss that matter. It is set, however, for the 1st 
of December, and it may be considered from that time until 
the Gth, with a unanimous-consent agreement th~t it shall be 
voted upon on or before the 6th day of December. Of course 
it could not be voted on prior to the 4th day of December, 
because the Senator from California has announced that on 
that day he will address himself to the ubject; but I suggest 
that it may serve convenience if Senators who desire to discuss 
the matter will make some announcement as to the time when 
they desire to discuss it. Then we shall be able to confer with 
those in charge- of the currency bill, so as to notify them of 
the time between the 1st and 6th proximo that can be allotted 
to that measure. I simply make this as a suggestion. 

Mr. SMOOT. Mr. President, I desire to state to the Senator 
from Ne-rada that there will be other Senators than those men
tioned by him who will de ire to <liseuss the bill to which he 
l'efers. 

Mr. PITTMAN. I have no doubt of that at all. 
l\lr. OWEN. I wish to give notice that, in so far as the time 

of the Senate may not be required for the discussion of th~ 
Hetch Iletchy bill , I shall ask the Senate to proceed with the 
consideration of the banking and currency bill until 6 o'clock 
in the evening of each day. It is a matter of the most urgent 
importance. 

l\lr. GRON~A. l\lr. President--
The PRESIDING OFFICER. Does the Senator from Okla

lloma yield to the Sena toi· from North Dakota? 
Mr. OWEN. I do. 
Mr. GROJ\'NA. Does tlle Senator from Oklahoma mean by 

that to set a ide the unanimous-consent agreement for the IJUr
po e of considering the currency bill? 

l\Ir. OWEN. No; not at all. 
Mr. GRONNA. '.rhat is not the Senator's request? 
Mr. OWEN. Not at a.11. The unanimous-consent agreement, 

I take it, will consume so much of the time a2 the Senate desires 
to consume, even if it consumes it all; but, to the extent that 
it is not used. I wish to give notice that I shall ask the Senate 
to continue with the consideration of the banking and currency 
bill. That is all. 

l\lr. GROJ\"NA. If the Senator from Oklahoma will permit 
me, I wish to £ay that my impression is that the six days al
lowed for the consideration of the Hetch Hetchy bill will be 
taken up. I do not know bow much time I shall take in dis
cussing the bill, but I d sire to gi-re notice that I shall wish at 
least some time to <liscuss it before it is placed upon its final 
passage. 

Mr. OWEN. I assume that the Senator will speak upon the 
Hetch Hetchy bill. I only desire to give this notice and also 
to call attention to the unanimous-consent agreement with ref
erence to the Alaska railroad bill, which involves taking that 
measure up for consideration; but, having taken it up for con
sideration, even the unanimous-consent ugreement may be laid 
aside. I understand those in charge of that bill will make no 
objection to its being laid aside. It is costing the country, in 
my judgment, in the neighborhood of $5,000,000 a day to delay 
the banking and currency bill. 

l\1r. BRISTOW. Mr. President--
The PRESIDING OFFICER. Does the Senator from Okla

homa yield to the Sena tor from Kansas? 
l\lr. OWEX I yield to the Senator. 
Mr. BRISTOW. I have no desire, of course, to in any way 

delay the currency bill, but I do not wish it to be regarded 
that the Ala kn railroad bill is to be taken up simply pro forma. 
I think that bill is just as important legislation as is the cur
rency bill. It is one of the great measures that this Congress 
ought to pass, and it ought to have been pa sed before this time. 
I do :not wish anything to interfere with it, and I do not think 
:.mything should interfere with it. The needs of Alaska and of 
the .people who liYe there are more pressing in regard to the 

development of that Territory and the construction of railroads 
than any other measure that is before the American Congress 
to-day. 

Mr. CHAMBERLAIN. May I interrupt the Senator? 
The PRESIDING OFFICER. Does the Senator from Okla

homa yield to the Senator from Oregon? 
Mr. OWEN. Certainly. 
Mr. CHAMBERLAIN. With reference to the Alaska railroad 

bill I have not heard as yet that there will be any very general 
discussion of it. I may be misinformed as to that, but I do not 
think that there will be any disposition to press it against the 
consideration of the currency bill-that is, there will not be 
very much discussion of it, I think, and there will be times 
during the discussion of the currency bill when no Senator wili 
be prepared to discuss it-so that I think there will be ample 
opportunity to submit the Alaska railroad bill at the time fixed 
on the calendar. I hope so, at any rate. 

Mr. OWEN. - Mr. President, I merely wish to gi-re notice to 
the Senate that, in so far as it lay within the power of the 
chairman of the Committee on Banking and Currency to press 
the banking and currency bill, it is the intention to do so. and 
I wish to ask Senators who desire to speak upon the banking 
and currency measure to be ready to address the Senate upon 
that bill at the earliest possible date. That is the only pur
pose I bad in rising. 

PLAN 1!'0R A FEDERAL RESERYEl SYSTEM. 

Mr. NEWLA.NDS. Ur. President, I desire to giye notice that 
to-morrow I will, it the opportunity presents itself. address the 
Senate regarding a Fed~ral reserve system, which it is my pur
pose to present as a modification of the pending bill. 

There are three systems that have been considered-first, the 
central-bank system suggested by .M.r. .Aldrich ; second, the 
regional-bank system presented by both sections of the Commit
tee on Banking and Currency; and third, a Federal system, 
which I presented some years ago in opposition to the .Aldrich 
plan, and which I desire to urge now. 

I wish to state briefly that I realize the great importance of 
speedy action upon the subject of banking nnd currency, but 
the system which I propose does not involve very material 
changes in the regional system proposed by the Banking and 
Currency Committee. It simply means a regional reserve asEo
ciation in every State and the federation of the various State 
reserve associations in one Federal reserve association at Wash
ington. My view i~ that we ought to act decisively upon the 
basic plan that is to control this bill, and that before the dis
cussion closes it will be necessary for the party that i~ in power 
to determine through a party conference whnt that bnsic plan 
shall be. When that determination is reached, the detaile can 
be easily adjusted. I believe that any of the plans proposed are 
superior to the existing system, and that the commercial and in
dustrial con<litions of the country require very speedy action. 

I do not propose the modification suggested as a means of 
delaying consideration or action. I am ready at any time to 
acquiesce in any basic plan which has the assent of the majority 
of this body, but I should like to present the plan which I have 
advocated before rnd which I advocate now, and ha-re it fully 
considered. It embraces simply the following suggestions, 
namely: First, the strengthening of the individual banks of the 
country engaged in interstate commerce, whether State or Na
tional banks, by adequate provisions regarding the re1atiou 
which their capital shall bear to their deposit obligatio.ns and 
the relation which their reserves shall bear to their deposit 
obligations; secondly, the unionizing of all banks within the 
boundaries of a State, whether National or State, that are en
gaged in interstate commerce in a State reserve a sociation 
through which one-third of their reserves can be unionized under 
the control of this association and so mobilized as to enable 
them to be used with advantage and with purpose at any point 
of attack within the State where a panic or a stringency 
threatens; third, to provide for a Federal reserve a ssocia ti on at 
Washington, the members of which shall be the State reserve 
associations, with which shall be deposited one-third of the re· 
serves that are deposited with the State reserve associations, 
and which shall have the deposit of Government fund-s and the 
power to issue Federal reserve notes. 

Under this system about one-third of the entire resenes of 
the country, aggregating in all one billion and a half of dollars, 
namely $500.000.000. would go into the various State reserve as
sociations and would be held there · in a mobilized form. Of 
this $500,000,000 one-third w·ould go to the Federnl reserve asso
ciation at Washington, giving it $166,000.000 of concentrated 
reserves, which it could use provided the local difficulty reached 
proportions beyond the control of a Sb1te reserve associa
tion and assumed interstate nr national proportions. That 
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$166,000.000 would be supplemented by nearly $300,000,000 of 
Government deposits and the _power also to issue Federal reserve 
notes. Under this system the power of rediscount would be 
giYen to the SU:lte reserve associations with reference to their 
member banks, and the poweT of red.i count would be given to 
the Federal ::i ociation with reference to its member State as
sociations. That power coum be extended, if thought advisable, 
to indind ual bunks. 

A S !STE:'\i rn HAn:\IONY WITH oun SCHITTID OF 00\ERNi\IE~T. 

Under such a system, absolutely in harmony with our scheme 
of government and our political system, we wotild haYe the fed
erated powers of the banks in eYery State in local associa tions 
for the purpose of meeting local difficulties and the federated 
powers of all the local associations exercised in one Federal 
association for the _purpo e of meeting difficulties which are 
Ilkely to become of interstate and national extent and chrtracter. 

I wish to call attention to the fact that this plan would also 
embrace no requirement of capital whatever from any of th~ 
member banks of the country, but would simply apportion 
between the State re er-re associations and the Federal reserrn 
associatinn the reserves which the local banks both National 
and State are Tequired to keep under the law. I offer the fol
lowing resolution embracing the modification suggested. and 
which I request shall be read. I also request that it be -printed 
and lie on the table. I will ad1lress the Senate upon this reso
lution at to-morrow's session. 

There being no objection, the re olution (S. Res. 220) was 
read and or ered to lie on the table, as follows: 

Resol i:ecl, That it is the sense of the Senate that the pending banking 
ana currency bill should be modified by praviding-

First. That within iive years the capital of every commercial bnnk, 
National and Ntate, engaqed in inter tate comme1·ce shall be required 
to be equal to at least J..2 per cent of its deposits, and that acceptance 
of deposits beyond this j)roportion shall be forbidden, except upon a 
proportionate incre se of capital. 

Second. That within five yea.rs the reserve of such banks sha1l be 
required to be equal to at lenst 12 ~er cent of the deposits, except 
in reserve cine ,. where it shall equal 15 per cent. 

Third. Tbat of such reserve held by county banks one-third may be 
deposited in reserve city banks and in rentral reserve city banks. 

Fourth. :I.'hat of such reserve one-ihira shall be deposited in the 
State reserve as~ocia.tions hereafter referred to. 

Fifth. That t here shall be organized in every State a State reserve 
associ:ltion, in which the ·membership of all commercial banks, both 
National and State, shall be compulsory, -as a condition ot. the continued 
existence of t he national banK:s and o.f the privilege of continuing in 
interstate commer e as to the State banks. 

Sixth. That each member bank _shll.11 de1Yostt and forever maintain 
in such tate reserve association at least one-third of its cash reserve. 
Such State reserve a soci.D.tion shall have powers of supervision and 
regulation of its member banks, and also the power of rediscount af. 
commercial oaper. gunr ntP-ed by the mPmhnr bank ·; the res-erve of such 
member bank to stand a8 additional secul'lty for its gun.Tanty. 

Seventh. That a Federal reser ve aRsociation at Washington shall 
be organized, whose members shall be the State reserve as8ociations; 
that each of such member association shall deposit fIIld forever main
tain in the Federal reserve a socia tion one-tb ird of the reserves de
po ited with it by tbe memoe.r banks; that such ystem sball also 
provide ·for the deposit in such Federal reserve association of Govern
ment funds. and al: o for t~ issue to it of Federal reserve notes. 

Eighth. That power be gi"n~n to such Federal reserve association 
to 1·ediscount inoor ed commercial paper hela by any State reserve asso
ciation nnd indorsed by it. and to use therefor the cash -de1)osited by 
the mem er n socfutiOlls, the Government funds deyosit.cd with it, and 
the Federal reserve notes. 

Mr. OWEN. 1 ask unanimous consent that H0use .bill 7837 
be now laid before the Senate. 

Tber·e being no objection, the Senate, as in Committee 00: the 
Whole, resumed the .consideration of the bill (H. R. 7 37) to 
proTida for the estabUshment of Federal i-eserve banks, for fur
n]shing an elastic currency, n.ffording means of red.iscounting 
commercial 11aper, and to establish a more effective supervision 
of banking in the United States. and for other -purposes. 

l\Ir . .HITCHCOCK obtained tlle :floor. 
1\1.r. S~JOOT. Mr. President--
The PRESIDING OFFICER. The Senator from Nehra ka 

[:Ur. HITCHCOCK] js entitled to the floor. 
.Mr. S~IOOT. Will the Senator from Nebraska _yield to me 

for just a moment? 
i\fr. HITCHCOCK. Certainly. 
Mr. SM00T. Mr. President, 1 notice that the amendment 

intended to be proposed by the Senator from Nebraska [Mr. 
HnrcHcoCK] to H. R. 7837 has not been -printed in bill form. 
I have had a number of requests for it, <and ha:ve been unable to 
obtain a copy. 

Therefore I a. k. if the Sena tor does not object, .that the usual 
number ·of copies of the bill H. R. 7837 be printed in bill form, 
showing the changes suggested by the amendments intended to 
be propo ed by the . Senator froqi. Nebraska [Mr. HIToHcocK~. 

There being no objection, the order was agreed to, and it was 
reduced to writing, as follows.: 

Ordered, That the usual number o"f H. R. 7831., "An act to -provide 
for tbe establishment of Federal reserVl! banks, to furnish nn .elastic 

c_urrency, to afford means of rediscounting commercial paper, to estab
lish a more effective supervision of bankln~ in the United States. and 
for other purposes," be printed in bill form. showing the changes Sll""
l!ested by tbe amendments Intended to be proposed by the Senator from 
Nebraska [Mr. HITCHCOCK) and as shown in Senate Document 2:12 
Sixty-third Congress, first session. · ' 

Mr. HITCHCOCK. Mr. President, we have now begun the 
consideration of what is likely to prove the mo t importan t leg
islation that has been before Congre s for many year . It 
would be hard to o>erestimate the great chan(Ye.· in banking cir
cles and in the business world which may be produced by the 
bill now before us. It affect prjumrily, of cour e, and di
rectly the 25.000 banks of the United States, large and smnll. 
It affects their tens of thousands of stockholders; and it affects, 
also, their vast number of borrowers and their unnumbered de
positors. 1.t wouJd be bnrd. indeed, to find any class of society, 
whether employers or employed, whether rich or poor, not 
affected by thi bill. !It affects aJso the credit of the United 
States. It affects our international rel :itions through the chan
nels of commerce. and it is likely to nffect to a large degree our 
position in the finance of the civilized worl<l. 

I have felt. l\Ir. Pre ident. from tlie very strtrt, that the pos
sibilities of this legislation are too vast to ju tify hasty action : 
and I rejoice that after two months of thorough di. cu sion an<l 
consid~ration in committee the pending bi11 i s to be snhjected 
to the acid test of a public debate in the Senate of the United 
States. 

First. l\Ir. President. let me drnw attention to the genesis of 
this bill, · its evolution, and its .11resent condition. B anking nrnl 
currency reform has been the subject of agitation in the United 
States for many years. There has been a 2'rowing realiza.tion 
that our banking and currency system was lackinu in certain 
respects. This sentiment has been in part academic. being led 
by political economists anrl publicists. but in pnrt it bas also 
been pi:actical. haYing the anxious support of banking interests 
which haYe been pinched by several currency stringencies and 
shaken by .severaJ bnnk panics. 

Possibly this conClition of ao-itation and discussion might bnvo 
continned for some time had it not been for the action of Pre~i
aent Wil on in bringing the matter before Congres , thm~ mak
ing banking and currency reform an ndministration mertsnre. 
In so doing, the President h2s merit~d and recei>ed the prail'=e 
of the whole country. His wisdom and bis courage in hringing 
this needed Teform to a .practical is ue is t be hlghly com
mended. Nothing Jess than presidentin l influence would have 
made banking and currency reform po ible for some time. 

I yield this tribute to the P.re ident of the United States the 
more readily because I ba>e frflnkly opposed and criticized him 
when be urged hasty action. which I deemed dangerous. 

The bill before us :reached the Senate on tbe 18th of Sep
tember, haying passed the other House after se'""eral mouths of 
discussion in committee. caucus . . and in the full House A I 
look upon it now. l\Ir . .President, I am dispo ed to thi nk it some
what remarkable that tbe Romm succeeded in sending to the 
Sen, te so good a bill, considering the difficulties of the situution. 
In the first place. it wa formative and original le"islntion. It 
dealt with .a difficult problem whlch to some extent hns puzzled 
the ciTilized world for many yen.rs. It was rmshed throu~h the 
House in a hurry. It is but fair to its authors to say that it 
repre ented much hard wo1·k. great Btudy, and original thought. 
To some extent, of course. it wns an adaptation of the .Europ.ean 
system of ..a central bank, with such modificntions as political 
exigencies and American institutions made necessary. 

But, l\Ir. President. exce11ent as the bill wa , it contained 
some very seriou aefects and some fundnmental eITors. End 
these been enacted as they ca.me from the House mo t serious 
consequences might and probably would 'haYe foTiowed. The 
best ,proof that the House bill needed revision is found in the 
fact that every member of the ~anking and CuTrency Com
mittee. whlch has examined the bil1 and considerea it for two 
months. voted for changes which amount in the aggregate to 
more than one-balf of the original measure. 

I have caused an examination to "be made of the bi11 n Sen
ator OWEN and bis section of the .committee pro.posed to nmend 
it. I find that 60 per cent of the bill as he now recommends it 
to the Senate is new or rewritten matter, while only 40 per cent of 
his bill appears ns it originally passed the Hou e. In other worils, 
the bill he presents js 40 per cent old and GO per cent a.mended. 
In the case of the repo1·t whlch I ha'"°e .had the honor to make on 
behalf of six members of the committee, 64 per cent is the new or 
revised .matter. and 36 per cent is the original matter o:f the bill. 
Thus, .Mr. President. do both wings of the com.mi ttee concur 
quite .closely .as to tbe propo1·tion of .the b-ill which .sho.uJd be 
changed. 

l say tl:lis with no spirit of critic-ism ·of the bill, for I have .al
·reaey stated .my belief that considering the circumstances and 
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the difficulties the bill which was passed by the House showed 
great constructive genius. 

It is perhaps fortunate, Mr. President, that Senatcr OwEN's 
section of the committee and the section of the committee 
which I have the honor to represent have to a considerable ex
tent proposed amendments to the same sections. If it had 
chanced that we had selected different sections to amend, I fear 
there would be no part at all of the original House bill here 
for consideration. It then would have presented somewhat the 
spectacle that was presented by the farmer boy's trousers when 
be awoke in the morning to try them on. Upon going to bed 
at night he had asked his mother if she would not please cut off 
an inch of his new trousers. as they were too long. She had 
plead that she had too much to do. He had then asked bis 
sister to do so, and she bad some excuse. Then he bad asked 
an aunt to do so, and she had an excuse. So finally the poor 
boy went to bed feeling that his trousers would still be too long 
in the morning. But one after another these members of the 
family relented, and out of sympathy they ench cut off an inch 
of the boy's trousers; so that when he awoke to try them on 
in the morning they were very much shorter than they really 
ought to be. [Laughter.] 

Such, I think, possibly would have been the condition of the 
House bill if it had not happened that Senator OWEN'S section 
of the committee and the section which I represent applied our 
amendments largely to the same portions of the bill. 

· Now, Mr. President, we come naturally to the points of differ
ence between the section of the committee which I represent 
and the section represented by the chairman. Mr. OwEN. I 
shall not go into the circumstances or the causes which led up 
to a split of our committee. At the pre ent time I shall content 
myself by testifying my esteem for and good feeling toward the 
chairman of the committee. I have not hesitated to difl'er with 
him in the consideration of the pending bill; but I desire in 
this public way to testify my appreciation of his great indus
try, bis remarkable patience under irritating conditions, and his 
equally marked ability. ' 

Mr. President. I do not think it a misfortune that this measure 
is brought to the Senate by an equally divided and equally 
balanced committee. presenting sharply defined issnes. On_ the 
other band, I think it a highly favorable start to make. I think 
the Senate will be in a position to consider the bill with better 
results in prospect than if we presented to you a unanimous 
and compromise report, because the Senate can now judge, 
after the two sides have been duly and properly presented, 
which of the differing views is the one most likely to lead to 
favorable results. 

The first matter of difference between the two sections of the 
committee is in the number of reserve bnnks. The House bill 
proposed to divide the country into 12 districts, and to estab
lish in each a regional reserve bank. The hearings had not 
progressed far when every member of the committee realized 
that to cut up the. country into 12 districts and to establish 12 
regional banks meant to defeat the very purpose of the legisla
tion, which is to mobilize the banking reserves of the Unitf'd 
States for the common use of all the land. So instead of 12 
regional banks, as propo.sed by the House, Senator OWEN'S sec
tion of the committee has presented to you 8 regional banks, 
and the section of the committee which I represent presents to 
you for your consideration an amendment to establish 4 re
gional bankSt and 4 only. 
- The agitation for banking and currency reform in the United 
States hns always led us to look upon the countries of Europe, 
where bank panics are practically unknown. where the rate of 
interest has few fluctuations, where the discount of commercial 
paper is easy, and where the currency bas an elastic character, 
expanding at the seasons of the year when business requires it 
and contracting as credits are reduced. Looking at those coun
tries and taking, for instance, Great Britain. France, and Ger
many we find that each has a central bank. and we find that in 
each the deposits of all the banks are mobilized and concen
trated into the central bank. We find a central reservoir in 
each of those countries, drawn upon at an times by all the 
banks in case of necessity. So if there is any lesson at all to 
be learned from the experience of European countries it is 
that the mobilization of reserves is perhaps the one greatest 
need above all others. · 

In Great Britain the Bank of England performs the function 
of a central bank. In that case it is mobilization a·nd nothing 
else which enables the Bank of England to control the gold 
supply, to regulate the rate of interest, to supply the great 
joint-stock banks with necessary funds, and to perform gen
erally the functions of a central bank. It has no note-issuing 
power except against gold 

We go to France. and we find a central bank, the Bank of 
France, under Government control; and in the Bank of France 
we find mobilized all the resene of all the banks of France. 
We find the Bank of France endowed with the power to issue 
currency in case of need to banks that discount their paper 
with it. 

We go to Germany, arn:l we find a similar condition. The 
great Reichsbank of Germany. established almost within our 
own recollection, performs for Germany the functions which the 
Bank of France performs for France. It bolds the resen-es of 
the great banks of Germany. digcotmts their paper. suppHcs 
them with currency, hoards the gold in a central reservoir, con
trols the rate of interest, and influences the gold supply. 

Now, I say if we are to profit by the experience of Europe we 
must in ndopting a system adopt a ~ystem that will accomplish 
some of the things that are accomplished by those central 
banks. 

:Mr. President. I do not believe, and I doubt whether it can be 
shown, that it will be safe to attempt to mobilize the reserves -
of the banks (ff_ the United Sta tes with any number of reserve 
banks greater than 4. There is no more logical argument 
for 8 banks than for 10 or for 12, and there is an argument and 
a reason for 4. , 

In the first pl:tce, we have three great central res;.erve cities 
of the United States to-dny-New York. Chic<l go, and St. Louis. 
In those cities are concentrated a large portion of the resen-es 
of the American banks. Gradually there bas grown up a bank
ing custom and a commercial hnbit which hnve fixed those 
three great cities as tbe reserve centers. rI'bey have their tribu
tary territory, and it is natnrnl to establish in each of them a 
great reserve bank. The gre~t di$tance of tbe Pacific coast 
cities renders it highly desirable. if not necessary, that a re
serve bank should be established on the Pacific coast. San 
Francisco is the natural point. 

Mr. President. no one claims that the aggregate ca-pital of the 
reRerve banks of the United States. howe• er mnny we establish, 
cnn be or ought to be more than about $106-000,000. The-re is 
substantial agreement upon that point. Divide the $106.000.000 
among four ~eat reserve banks. and in the natural proportio:is 
of capital and surplus you will hnve a ~1·eat reserve bank in the 
city of New York with about $50.000.000 capital and 350 000 000 
of deposits, a bank so large and so powerful that it will com
pare favorably with any of the- grent banks of Europe, and large 
enough in international transactions to hold its own with any 
of the great institutions of tbe Old World 

Coming to Chicago, the natural division of the territory will 
mnke it possible to organize in Chicago a re erve bank with 
$29.000.000 of capital and $200.000.000 of deposits to serve a 
territory that is naturally tributary to Chicago. 

Coming to St. Louis. and taking also again the banks organ
ized in the St. Louis territory. we find that a bank can be or
g-anized there with about $16,000.000 capital and something like 
$100.000,000 of deposits. 

Going farther. to the Pacific coast. it will be possible in ~an 
Francisco to organize a bank of $10,000,000 capital and about 
$65,000.000 deposits. 

Now, can anyone ten what is to be gained by cutting up that 
territory into smn Iler units, demobilizing the reserves, when om· 
purpose is to mobilize them? 

Moreover, my friends in the South :rnd the West and in the 
central part of the United States should remember this. New 
York constitutes an irreducible minimum. No matter how many 
reserve bank are organized in the United Stntes. the reserve 
bank of New York City will not be less than $40.000 000 of 
capital and about $300.000.000 of deposits. The subdivision of 
the country into a larger number of reserve banks will simply 
result in magnifying New York and reducing to insignificance 
the rest of the reserve banks of the country. 

I want to draw attention to a comparison of the practical 
operations of a large reserve bank, covering a great area of ter
ritory, and a small reserve t>n.nk in a limited region. Suppose, 
for instance, we should ha•e a regional re erve system of eight 
banks, with one established at the city of New Orleans, in the 

.heart of the cotton country. The time comes to mo•e the cotton, 
An enormous sum of money is required. Every bank in that 
district would be affected by the same cause. E\ery bunk: in 
that district would want money at the same time. and almost 
immediately the balances in the resene bank of New Orleans 
would be drawn down to the very minimum and stiJJ be urrnble to 
accommodate their customers, :rnd that reser•e bank would be 
compelled to apply to the Federal board for asset currency. 
What is true of New Orlenns would be true of a bnnk in the 
corn country and a bank in the wheat country and a bank in the 
manufacturing center of New England. 
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On the other lland, if you llave a great reserve bank at New 
York, having the territory extending down the Atlantic coast 
and possibly reaching New Orleans, or if you have a bank in St. 
Louis extending down through the great Mississippi Valley and 
reaching New Orleans, whichever way the Federal board might 
arrange it, when the banks of the cotton country at the proper 
season desired currency, desired a discount of their paper in 
order to serrn their customers, they would procure it from the 
great reserves of the great bank in St. Louis or New York, at a 
se:i.son when the other customers were not demanding money, 
wllen there was an accumulation of reserves from the manufac
turing regions or from the mining i·egions, which reserye bank 
would be able to discount the paper of the cotton-counh7 banks 
simply by the use of money actually on hand. 

So I say that the result of dividing this counti7 into eight 
reserve districts instead of four would be to magnify the de
mand for currency, and any number of small reserve banks 
would be calling for currency of the Federal board here at 
Washington when there would be idle funds in other parts of 
Cle country. It is a matter of mobilization, the Yery thing 
we are attempting to escape by passing this legislation. 

Now, Mr. President, I come to the next item of difference, 
which is the control of these reserve banks. The section of the 
committee to which I belong proposes that the Government of 
the United States, through its Federal board, shall select five of 
the directors of each reserve bank, and the bank of the district 
shall select four. We defend lhat upon the ground that this 
reserve bank is established as a public utility. It is not to 
make money; it is to protect the depositors against loss; and it 
is to give the borrowing public a stable and uniform low rate of 
interest. 

We realize that the banking interests should be represented 
upon each board, because the banks have their reserves in these 
reserve banks, and by giving them the power to elect four mem
bers they will have sufficient representation of their own selec
tion there to cooperate with five men chosen by the Federal 
board. 

We think, Mr. President, that it is an unwise experiment to 
creatE> a banking tru~t in the United States, and therefore we 
come to another point of difference with the section of the com
mittee represented by Senator OWEN. He proposes, as the 
Hnuse proposed, although in a slightly modified form, that the 
reserve banks shall be owned by the individual banks. We 
think that would be a mistake for several reasons. We think 
it would tend to build up a banldng trust in this country. We 
think, moreover, it would tend to endanger the success of this 
system, because there are many thousands of banks in the 
United States whose capital is now earning 10, 12, and 15 per 
cent, and they do not want to take one-tenth of their ca.pital out 
of their own community and put it into a reserve bank where 
it is limited to earn 5 or 6 per cent and where it is beyond 
their control. 
· So we say that public ownership is desirable not only because 
it is a poor investment for the banks but because it is a good 
investment for the people of the United States. We propose 
that each bank shall be required to underwrite its proper share 
of the stock in the regional bank and for 60 days offer it to the 
public. We believe the public will take it. A 5 per cent invest
ment in a Go•ernment institution of this sort, particularly if 
there are only four regional banks, will in all human probability 
prove a good one. Five per cent dividends can be earned with 
four regional reserve banks, and people who are receiving only 
3 and 4 per cent, or possibly 5 .per cent, on investments now 
will gladly take this stock, using sometimes also funds which 
they have hidden away. They will take this stock because it 
carries a 5 per cent cumulative dividend and also because it is 
made free from all taxes, National, State, and municipal. And 
so, l\Ir. President, we propose public ownership of these banks, 
which are public utilities, and Government control for the same 
reason. 

I realize that if we are to have eight regional banks public 
ownership is almost impossible, because the puny and weak 
banks which would inevitably be organized if we had as many 
as eight would in all human probability not pay a dividend. 
They might not pay operating expenses. 

The next point of difference to which I come is not so great, 
nlthough I think it is important, and that is the matter of re
serves. The section of the committee which I represent recom
mends that the reserves required of the individual banks of the 
country shall be 12 per cent for country banks and 15 per cent 
for city banks. We suggest that four-twelfths of the country
bank reserves shall be required to be placed in the reserve 
banks, four-twelfths kept in their own vaults, and the remain
ing four-twelfths of the reserves kept in either place, at the 
country bank's option. With city banks we recommend tha.t the 

15 per cent reserve shall be kept. sh-fifteenths in the regional 
banks and the remainder in their •aults or in the regional 
banks, as they prefer. 

The chief change, howeyer, which we ha•e recommended in 
tbis section relates to the transfer of reserves. It should be re
membered that the reserves at the present time are deposited in 
350 national banks, in 47 reserve, and 3 central reserve cities. 
This bill will require the transfer of those reserves into new 
banks. When the ord~r of transfer comes it would be a serious 
matter for this country, and likely to produce a shock which 
might result in a panic, if the transfer is made so sudden or so 
rapid as to compel the banks to call their loans in order to get 
the money to make the transfer with, because these banks in 
central reserve cities have not kept the funds idle. They have 
loaned them out, and if they are to turn them over to the reserve 
banks they must call in their paper in order to get the money to 
turn over. So we have provided that the transfer from the 
country banks to the reserve banks shall cover a period of 24 
months, one-fourth each 6 months, and we have provided for city 
banks a similar gradual transfer of 1 per cent each 6 months. 

We believe that this will avoid the awful shock that woul<l 
have been produced had the provisions of the House bill been 
carried out, a shock which the banks of the country have evi
dently dreaded, because they have been accumulating cash and 
calling loans for the purpose of meeting it, and ha •e therefore 
produced a stringency which is already felt all over the United 
States. 

The next ·item of difference to which I desire to call the at
tention of the Senate is in the discounting of paper for member 
banks. As the bill came from the House, everything was left 
optional with the regional bank. A bank might offer paper for 
discount, and the directors of the regional bank might say, 
"No: we will not take it." Another bank might present paper 
for discount, and the directors of the regional bank might take 
the whole portfolio. There was danger of gross discrimination 
on one side and great favoritism on the other. So, to guard 
against that, we have provided that eve17 individual bank, as 
a matter of right, shall have the privilege of discounting eligi
ble paper to the amount of its capital stock. That is a moderate 
discount. That is a discount which is common under the pres
ent practice to-day, an amount of discount paper equal to the 
amount of its capital stock. We have provided that no bank 
shall be permitted to discount paper at any one time in excess 
of twice it3 capital stock. Thus we have guarded against 
favoritism on one side and discrimination on the other, and we 
have left a period for the discretion of the board of directors. 
But in order to check undue discount we have provided that 
whenever a bank discounts more than the amount of its own 
capital stock it shttll pay a higher rate of interest, which of 
itself is an automatic brake on excessive discounts. 

There is, then, another difference, in the character of paper 
as provided in the House bill, which limited the matmity of 
paper to 90 days. 

Mr. BRISTOW. Mr. President--
The PRESIDING OFFICER (Mr. STERLING in the chair). 

Does the Senator from Nebraska yield to the Senator from 
Kansas? • 

Mr. HITCHCOCK. I do. 
Mr. BRISTOW. The Senator will remember that there is a. 

provision also that where a bank desires to discount to an 
amount more than twice its capital stock by obtaining permis
sion from the Federal board the regional bank can increase th<! 
discount beyond double the amount. 

Mr. HITCHCOCK. Yes; that is an omission I made which 
I am glad the Senat0r from Kansas has called to my attention. 
It is possible that there might be an emergency-a run upon a 
bank might produce an emergency and cause a need for a great 
supply of funds. In that case the Federal board has power to 
order the reserve bank to discount additional amounts of paper 
for that bank so that it can meet the emergency. 

Mr. SMOOT. Without a penalty'! 
l\Ir. HITCHCOCK. That is left discretionary with tlle board, 

and, I think, properly so. As the bill came from the other 
Ilouse the discount privileges for banks were practically so 
restricted and limited that they could be used only by the city 
banks; that is to say, they were limited to paper which bad a 
maturity of 90 days. We found, by taking testimony that there 
were thousands of banks in the South and in the far West that 
take paper for six months, and that they are just as much in 
need of discounts, and they are conh·ibuting as large a portion 
of their resources to this system as are the city banks. So we 
have provided that a limited amount of paper having a maturity 
of six months may be taken. 

The six months' paper is just as legitimately a commercial 
paper as jg the 90-day paper of tlle East, where the proce. ses of 
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manufacturing and mercantile business are perfected in 90 
days, and the man who givet; his note for 90 days is able to pay 
it out of the proceeds which come from the sale of bis property, 
his stock. In the West the num who buys cattle to feed during 
the winter months and borrows money for the purpose of buy
ing them is not able to meet hi .. paper in 90 days. but at the end 
of , ix months his paper is liquidated just as naturally, just as 
fully, and just as freely as is the mercantile and manufacturing 
paper of the East. The same conditions exi tin the South. So 
we have provided in our bill that a limited amount of six 
months' paper m::iy be taken, and that of the paper which a 
bank discounts not more than one-half of it may have a matur
ity exceeding 90 dnys. 

On the rate of discount there is a considerable difference be
tween the two win~ of the committee. It is not a difference 
which appears in the bill, but it is a difference which will appear 
in operation. Each regional reserve bank may have a different 
rate of discount. If you ha>e eight regional reserve banks it is 
inevitable th:lt the regional resene banks in the South, in the 
West, and in the. Central West wm have a higher rate of dis
count. becaufe thnt section of country naturally commands a 
higher rate of discount. If you ha>e only four regional reserve 
banks. you ha>e only four rates of discount. 

It is natural to suppose that the rate of discount in New York 
for the whole New York area, the rate of discount in Chi.cago 
for her whole area, and the rate of discount in St. Louis for 
her >ast area will be very nearly the snme rate of discount. 
Snn Francisco. by reason of entirely different surroundings, 
might ha-ve a higher rnte of discount, but the bill as we propose 
it with only four reuional b::mks will almost inevitably reRult 
in mnking a flat rnte of discount for the whole country. The 
rnte of discount in Chicago will not be higher to any degree than 
that in New York. and the rate of discount in St. Louis will not 
be bigber than that in Chic.'lgo. So I say that, so far as the 
borrowing world iR concerned. it is much better to have four 
regional banks with a prnctically flat rate of discount than to 
ha>e the lftrger nnmber with a higher rate of discount by reason 
of local conditions. 

Now I come to a difference which is quite radical in the two 
bi1ls. 

Mr. BA.CON. Mr. President, may I ask the Senator a ques
tion? 

The PRESIDING OFFICER. Does the Senator from Nebraska 
yield to the ~enntor from Georgia. 

l\fr. HITCHCOCK. I do. 
Mr. BACON. I am not familiar with the bill and am asking 

for information not only as to the bill presented by the wing of 
the committee represented by the Senator from Nebraska, but 
generally as to the bill. Does this bill provide a rate of interest 
at which banks hall be required to loan to private borrowers? 

Mr. HITCHCOCK. No. 
Mr. BACON. I did not suppose the bill did so provide, of 

course, but I asked that question, ha\ing reference to the last 
statement made by the Senator as to the advantage to the 
people of my section of the larger regional banks. How would 
the rate of interest be to the advantage of the private borrower 
if it did not affect him? • 

Mr. HITCHCOCK. I wiTI illustrate that to the Senator. I am 
hurrying along nnd condensing a good deal. so that I have not 
elaborated. With a great regional bank, with enormous deposits 
and great reserve . it will be in the same position as is a central 
bank in Europe, able to buy paper on the very closest margin. 
to allow the bank which discounts the paper to do so at the least 
pos ible Joss, and the bank, being able to practically tum it.:i 
commercial paper into money at almost no sacrifice, will be able 
to extend its borrowing to its customers at a lower rate of inter
est in con equence. and always able to get additional funds to 
loan to its customers. It will not be compelled to say to John 
Smith when he c-0mes. "We can not lend you this money because 
we are down to our reserves." It will be able to say, "Yes. we 
will take your paper if it is good." So the esblblishment of 
great reserve banks wi.th enormous resources will mean in this 
country, as it has meant in Europe, not only a very low rate of 
interest, but a rate of interest which will haYe very few changes 
from season to season. 

Now. Mr. President. I come to the matter of the divisjon of 
the profits of these resen-e banks. We feel confident in our 
section of the committee that. with four regional banks. they will 
not only pay operating expen es, enrn 5 per cent dividends for 
stockholders. and accumnlate the 20 per cent surplus which the 
bill requires, but that they will have profits over and above those 
requirements. Then we propose that one-half of those excess 
profits shalJ go into· the Treasury of the United States as Uncle 
Sam·~ '!lhare for the use of his deposits. The other half we pro-

pose shall constitilte a trust fund for the lns·urance of the de- . 
positors of the member banks which fail. 

Ur. President, we ure e tablishing this system for the pur- . 
pose of preventing bank failures. We belie e that it will largely 
accomplish that purpose; but occasionally there will be a bank 
which, either through mismanagement or misfortune, will go 
down. When it goes down, its depositors will be reimburged out 
of this accumulated fund, a fund not raised by the taxation of 
other banks. but a fund produced by the use of the depositor's 
money in the reserye banks; and we believ that the establish
ment of this fund will add anuther note of confidence to this 
new system which we propose to establish and that it will ren
der bank runs absolutely impossible. 

Mr. TROMA.R. l\Ir. President--
The PRESIDING OFFICER. Does the Senator .from Ne

braska yield to the Senator from Colorado? 
l\Ir. IDTCHCOCK. I do. . 
l\Ir. THO~fAS. I consider that feature of this bill-I mean 

the one which is recommended by the Senator's ection of the 
committee--as one of its most admirable and nece nry feature , 
but I should like to ask, in that connection, whether the bill 
makes proper provision. or any provision, for giving the reserve 
banks a lien upon the assets of the failed bank, the bnnk which 
suspends, for ·the purpose of reimbursing its guaranty fund? 
If not, it seems to me that that is a subject which should be 
treated by way of amendment to the bill before it is finally de
termined upon. 

l\1r. HITCHCOCK. Mr. President, in reply to the Senator 
from Colorado I will say that no such provi ion is made. 
Although the e>idence may seem to be against us. we haYe 
really endearnred. so far as possible, to make as few changes iii 
the House bill as might be. I think the suggestion of the Sen
ator from Colorado, however, is worthy of consideration. I 
should like to see him elaborate it with some nmendment for 
further consideration of the Senate when that section is 
reached. We merely endea>ored to put into the bill the prin
ciple, to make use of a fund which was there. and any elabora
tion or perfection of the idea will be very welcome, I assure the 
Senator from Colorado. 

Mr. SMOOT. l\Ir. Prei!ident--
The PRESIDING OFFICER. Does the Senator f:rom N~ 

bra ska yield to the Senator from Utah? 
Mr. HITCHCOCK. I do. 
Mr. S::\IOOT. In hurriedly reading the bill last night my at

tention was called to this particular subject. As I remember, 
there was to be no limit to the amount set aside for guarantee
ing deposits, or, in other words. if the bank proceeds to run 
for 20 years and pro>es profitable--and I belie>e it will be 
profitable--one-half of all the actual gains made. after paying 
5 per cent to the stockholders and after providing a 20 per cent 
reserve, may amount to an exceedingly large sum. Has the 
Senator thought of any limitation as to the amount collected 
for that purpose, or does he think it best to accumulate that. 
vast sum of money and let it grow continually? 

Mr. HITCHCOCK. No. Mr. President. the section of the 
committee cooperating with me considered that, as the Senator 
from Utah has stated, in the course of time this fund might 
grow to excessiYe proportions; and I think the Senator will 
find in the bill a provision that, if it becomes excessive. the re
serve board may discontinue it until such time as its replen
ishment becomes necessary. 

Mr. BRISTOW. Mr. President, if it will not interfere with 
the Senator's discussion, I will be g'.ad to read the provision in 
the bill on that very point. On page 37 of the print which I 
have, in line 10, the amendment provides : 

When, in the judgment of tbc board. there has been accumulated 
in sucb depositors' in urance fund a sufficient sum fully to insure the 
payment of the depositors of insolvent metnber banks. the board shall 
have power to su pend the ettlng aside and accumulation of the said 
SH per cent of such earning , and thereafter such 3H per cent of such 
earnings shall be paid to the United States. 

l'ilr. S~IOOT. l\Ir. President--
The PRESIDING OFFICER. Does the Senator from Ne

braska yield further to the Senator from Utah? 
Ur. HITCffCOCK. I do. 
Mr. Sl\IOOT. That covers the exact point. I missed it last 

night in reading the bill. I was trying to read all three bills 
by way of comparison and get all the provisions of the bills in 
my mind at once, as I thought we had little time to prepare for 
the diSC1.1$Sion. · 

Mr. HITCHCOCK. 1\Ir. President, the next matter of differ
ence relates to the issue of currency. We have proceeded natu
rally in the consiclerntion of this matter up to a point where the 
reserve bank has loaned out -0f its cash reserve all that it can 
safely adya.nce to the bank :ind there is still a demand of mem-
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ber banks for the discount of paper . Then the House bill pro
vided that the Federal reserve bank might apply to the Federal 
re erve board for currency, and it left it in the power of the 
Federal reserve boattl to grant or to refuse the application. Our 
bill makes a radical departure f rom that. We provide that 
when a Federal reserve bank in all respects complies with the 
law by maintaining a 45 per cent gold reserve against note 
issues, by maintaining a 35 per cent reserve against deposits, and 
by obeying the regulations of the Federal board and other pro
visions of the act, then when it presents eligible paper to the 
agent of the Government, the Federal reserve board shall issue 
the currency which tile needs of the business require. That is 
necessary, because we have given the right to each bank to 
secure a discount of paper to a certain extent. It is neces
sary to carry out the purpose of this legislation. It is unheard 
of in France, for instance, that the Bank of France will refuse 
to discount eligible paper, and it is practically unheard of in 
Germany under the system of the Reichsbank. So, we have 
provided that the resen-e board shall issue currency when it is 
required by the reserve banks. 

It should be remembered that this ils in entire harmony with 
the genius of this legislation. Each reserve bank is a part of the 
GoV"errunent; each reserve bank is controlled by the Govern
ment; each reser.ve bank is a public utility and responding to 
tl1e natural demands of business; and, so, when the time comes 
that it needs currency, we feel that it should secure it from· the 
Federal reserve board, proV"iding it deposits 100 per cent of 
good commercial paper and maintains the 45 per cent resen·e of 
gold against the currency. 

There is, however, a restraining power which the Federal 
resen·e board in Wasllington holds. At any time it can order a 
Federal reser-rn bank to raise its rate of discount. That power 
enables it to put a restraining hand upon the re erve banks, 
which will then raise their rate of discount to member banks, 
and the member banks will raise it to their customers, and that 
will check the excessive inflation of bank credit. 

Mr. President, there is another quite important change which 
we have made in this bill. to which I desire to call attention. 
As the bill came from the Hou e it provided for a reserve 
against currency of 33! per ceut. In my opinion that is inade· 
quate. It is inadequate if we judge by the great reserves kept 
by the banks of Europe; it is inadequate if we judge by tlle 
great gold reserve whicll we haV"e been compelled to accumulate 
in the Treasury against our own greenbacks-42! per cent. So 
we have proV"ided that the reserve against currency shall be 45 
per cent. 

l\Ir. President. we have changed the provision regarding the 
redemption of the ·Federal reserve notes. As provided in the 
House bill. the new bank currency might be redeemed in gold 
or lawful money. We think that unsound; we think that this 
new currency should not be paid in anything but gold. We do 
not think that the Goverrunent of the United States in issuing 
it obligations, its promises to pay, should reserve tl:).e right to 
pay those obligations in other obligations. We do not think it 
.should permit banks to reserve the right to pay their obliga
tions in other obliga tions. So we have stricken "lawful money" 
from the section of the bill relating to the redemption of the 
new currency and have provided that it shall be paid in gold or 
gold certificates. 

Senator OWEN'S bill is, in a measure, a compromise between 
the two. It provides that the new currency shall be redeemed in 
gold at the Treasury of the United States when presented, but 
that it may be redeemed in gold or lawful money at a reserrn 
bank a distinction which I am not able to understand, but 
which, it seems to me, might throw a great burden upon the 
Treasury of the United States. 

We haV"e also provided that the resene banks must keep in 
the Treasury in gold at least 5 per cent of their note issues, to 
be used in redeeming notes that are presented there. We have 
also provided that the Se~retary of the Treasury may compel 
them · to increase this amount to 10 per cent if the needs of 
redemption require it. 

In the matter of re erves against deposits we ha·rn made a 
change. The House bill pro>ided for a resen·e of 33! per cent 
against . deposits . . We have raised that reserve to 35 per cent, 
but have taken away its rigid character by providin17 that re
serve banks may permit their reserves to fall below 35 per cent 
down as low as 25 per cent in cases of emergency to give relief 
to member banks; but for each 2-! per ·cent deficienc..v the re
serve· oanks are required to pay a tax oi.· penalty of 1 per cent, 
which is to be in turn charged to the banks borrowing the 
money. which will be a check upon those banks. 
, In the matter of the refunding of bonds quite a radical change 
bas been made in the House bill. We have outstanding at the 

present "time some $750,000,000 of 2 per cent bonds, lar gely 
owned by· the national banks of the country and by them de
posited i n the T reasury as security for the notes which the 
banks issue. It seems t~ be desired to retire this currency. At 
times it is considered redundant. It can not be retired under 
the present system. So Senator OWEN'S section of the com
mittee and the one I represent have united in proposing n 
scheme different from that of the House bill. The one whicll 
my section of the committee has proposed proYides that after 
the reserve banks are organized each reserV"e bank sh~ll begin 
the purchase of 2 per cent bonds at par, with accrued interest. 
This is not done for the benefit of the banks. It is done to 
maiutain the credit of the United States, for the reason tllat the 
2 per cent bonds are now selling below par. Each bank is re
quired to purchase each year an amount of the 2 per cent 
bonds not exceeding one-half of its capital stock. When it bas 
purchased them it may present them to the Treasury of the 
United States and secure from the Treasury 3 per cent one-year 
gold notes. Those notes it may keep in its treasury as an in· 
yestment. The 3 per cent interest will make the notes a fair 
investment for some of the surplus funds of the reserve banks. 
It is designed particularly, howe-ver, to give the reserve banks 
this great quantity of 3 per cent one-year gold notes so as to 
equip the re erve banks with a means of securin.,. gold. It is 
an adaptation of the experience of European countries in the 
use of exchequer bills or treasury notes. 

A reserve bank holding, say, fifty or se>enty-firn million dol
lars of these one-year 3 per cent gold Tre::isury notes finds that 
the gold supply of the country is becoming depleted.. It finds 
that by reason of some great foreign war or some great emer
gency gold is being withdrawn from this country and that po -
sibly some impairment may come to the bankin.,. intere ts of 
this country on that account. It can then sell those 3 per cent 
gold notes abroad or in this country and procure 170ld for them, 
which it wi11 holrl in its vaults or use in its business as a neces
sary basis of credit. 

In one year those notes, of course, come due; but we proYide 
in our bill that the reserve banks sha11 be under a contract with 
the Treasury to renew them year by year for 20 years if the 
Treasury desires. The Treasury may i'etire them from time to 
time, but if the Treasury desires to ha>e them renewed the 
banks are under compulsion to renew them. They will con
stantly have u e for them, for the purpose of selling 1;hem 
abroad to procure 170ld from time to time. 

It may be said that thi is substituting a 3 per cent note for 
a 2 per cent bond. and therefore may subject Congre s to crit
icism. I haYe been a little slow to come to any action of tllat 
sort, but I have been reconciled to it not only by the fact that 
it is useful to control the gold supply of the country, but also 
by the fact that the Go>emment of the United States get a 
large part of the net profits which these banks are to make, and 
tho e profits act as an offset to the 1 per cent additional interest 
on the notes. 

Mr. President, I have coveretl tills subject somewhat hast
ily--

Mr. BACON. l\Ir. President--
The PRESIDING OFFICER. Doe the Senator from Ne· 

braska yield to the Senator from Georgia? 
l\Ir. HITCHCOCK. Certainly. 
Mr. BACON. I under tood the Senator to say that the bona. 

matter, about which be bas just spoken, is one upon which both 
wings of the committee agree. Is that true? 

llr. HITCHCOCK. There is agreement in the purpose, but in 
carrying out that purpose there is considerable difference be
tween the two wings of the committee. I shall not undertake 
at this time to explain the plan propo ed by the other wing of 
the committ~e. I am not entirely familiar with it, and hardly 
feel competent to do so. We think, howe,·er, that our plan of 
proceeding through the reserve banks has the ap11ro>al of all 
the better practice. Great Britain encountered some difficulties 
after the Boer War through selling directly her one-year treas
ury or exchequer notes. We think it would be a mistake for the 
Treasury of the United States to undertake to discount its owu 
paper. A bank can do it, and can suffer the Joss of one-half of 
1 per cent or 1 per cent at times in order to get gold; but n 
would not be proper for the Treasury of the United States to 
do it. 

l\lr. SMITH of Georgia. .l\lr. President--
. The PRESIDING OFFICER. Does the Senator from Ke
braska yield to the Senator from Georgia? 

Mr. HITCHCOCK. I do. 
Mr. SMITH of Georgia. The Senator says the e notes would 

run for one year? 
_ Mr. H ITCHCOCK. One year. 
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"l\lr. Sl\IITH of Georgia. Would the effect of that be, as raJ?

idJy as the bonds are purchased by the regional banks, to re'}uire 
the Go'"ernment to redeem .them in 12 months? 

Mr. gITCifCOCK. No; the regional banks first buy the 2 
per cent bonds, and the national-bank currency is proportion
ately retired. The regional banks then can use these 2 per cent 
bonds and issue currency against them, or it can present them 
at the Treasury and secure one-year 3 per cent notes. The 
2 pet· cent bonds in that e'"ent are canceled, and the one-year 
3 per cent Treasury notes then are in the hands of the reserve 
bank. It will hold them there as an investment, except at snrh 
times as it needs to procure gold to strengthen its reserves. At 
each maturity each year the bank is under compulsion to re
new the note for another year with the Treasury or to accept 
a new note for 20 years. So the Treasury of the United States 
has a contract with the reserve banks to renew the notes. 

l\Ir. Sl\IITH of Georgia. It was the necessity for such a pro
vision as the one which the Senator has just mentioned, and 
which he had not mentioned before. that caused my question. 
Under your pro:vision the 2 per cent bonds can be used by the 
regional bank as a basis for the issuance of regional or r~serve 
notes? 

l\Ir. HITCHCOCK. For the issuance of reserve notes; yes. 
l\Ir. President, I have gone over this matter rather hastily, 

and in so doing I have necessarily omitted a good deal. I thank 
the Senate very deeply for the attention it has giYen me. 

1\lr. l\IcCU:MBER. l\Ir. President--
The PRESIDING OFFICER. Does the Senator from Ne· 

l>raska yield to the Senator fr0m North Dakota? 
Mr. HITCHCOCK. I do. 
l\lr. l\IcCUl\IBER. Is the Senator tired so that he does not 

feel like answering a question or two? 
l\Ir. HITCHCOCK. Oh, no; not at all. 
l\Ir. l\IcCUl\IBER. If not, I wish to propound one or two 

questions. 
I 8houJd like to know any good reason for compelling a bank, 

or e>en the public, to invest in one of these regional banks. 
where the a surance of profit is never greater than 5 or 6 per 
cent, and to take all the risk, while the Go>ernment, which does 
not put one penny into the institution, is to get everything there 
is in the way of profit above 5 or 6 per cent. In addition to 
giving to tho e who are intrusted with the direction of one of 
the e banks the inducement to make it a good, paying institu
tion, why should not those who are compelled to invest in it 
under one bill, or invited to invest in it under the other bill, 
if they take all of the risk, at least have some of the benefits of 
getting a profit greater than 5 or 6 per cent? 

I appreciate that in the bill the Senator has presented a pro
vision is in crted whereby a certain portion of these notes will 
be set aside for the guaranty of the deposits in the particular 
bank investing, and I think certainly that is a very good pro
vision. If that is done for safety, however, what reason can 
the Senator give for not allowing the bank at least to have the 
benefit. above that which is reserved for its own protection, of 
any profits in excess of 5 per cent, if the bank should earn more 
than 5 per cent? 

l\Ir. IDTCHCOOK. That is a rather long and somewhat com
plicated question. I can assure the Senator that it is far from 
my purpose to compel anybody to buy this stock. In fact, one 
of my chief objections to the bill as it came from the House 
was that it practically seized 20 per cent of the capital of every 
national bank in the United States, requiring one-half of it to 
be paid in cash, and compelling that bank to give up its charter 
and lose a large share of its bonds unless it did so. For that 
reason we have removed the compulsory feature. We do re
quire the national banks to underwrite this stock· and require 
and permit them to t.ake such as the public fails to take, but 
we are confident the public wil1 take it all. 

1\fr. l\fcCU1\1BER. But if the public does not take it the bank 
is compelled to take it; is it not? 

lfr. HITCHCOCK. Yes; it is required to take it, but it is 
not required to impound it. It is permitted to sell it, which is 
not possible under either the House bill or the bill presented by 
Senator OWEN. That is a defect which I think is very obvious, 
for a bank having this stock among its assets might, by reason 
of the demands of business, desire to sell it and realize on it; 
but under the House bill and under Senator OWEN'S bill it is 
impomided and is not a liquid asset of the bank. 

As far as the voluntary subscribers to the stock are con
cerned, they are merely the small investors, who are glad to 
have a 5 per cent dividend. I think if a higher rate of dividend 
were permitted the stock would go to a premium, and no good 
could be attained by that. It would become a speculative propo
sition. I am satisfied the stock will be oversubscribed if issued 
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on ;a· 5 pe~ cent cumulative basis. We have provided for public 
owner hip of· the stock and GoYernment control of the banks, 
and in that way have freed the thousands of banks in the South 
and West who do not want to be compelled to invest their capi
tal in this way. 

I may say, furthermore, that there is another matter which I 
omitted to mention. One of the great defects of our national 
banking system to-day is that it has an inadequate capital. 
Every bank is trying to do as large an amount of business as 
possible on a sma 11 amount of capital. so as to have as high 
dividends as possible. The result of that process over a period 
of years has been a constantly growing disparity between 
capital and deposits. To take 10 per cent of the capital. or 6 
per cent of the surplus and capital, away from those banks and 
put it into the reserve banks is to increase the eYil; whereas if 
we sell this stock to the public we bring into the banking world 
$106,000,000 of new capital, which of itself will se1»e to 
strengthen the system and render the margin of safety for de
positors greater than ever. 

l\1r. GRONNA. l\Ir. President. I should like to ask the Sen
ator a question in connection with the question propounded by 
my colleague relative to section 7. As I understand, the provi
sions of section-7 in no way guarantee the deposits. They simply 
provide that when surplus and profits go ::ibove a certain rate the 
excess shall be set asid0 for the purpose of paying depositors, 
but in no way does the bill guarantee deposits. Am I correct? 

l\Ir. HITCHCOCK. That is correct. 
1\lr. l\IcCUhlBER. Mr. President, I do not think the Senator 

from Nebraska fully answered the question I asked. I assume 
that the one I asked him was rather long. but the particular 
feature of the que 'tion was this: What justificntion is there for 
the Gornrnment. which puts in no capital, which in>ests nothing, 
sharing in the profits. as against the public, which does put its 
money into the enterprise and takes a II of the chances, having 
the benefits of such profits as may arise? 

1\fr. HI'rCHCOCK. I did overlook that branch of the Sena
tor's question. The justification of it is that Government de
posits, running from $15-0.000,000 to possibly $250.000.000, will 
be placed in these banks and given to the business world for 
use. just as the reserves of the banks are used. 

l\Ir. l\IcCUMBER. Without any interest being paid? 
l\Ir. HITCHCOCK. Without any interest being paid. 
Mr. SHAFROTH. Mr. President, in proposing a banking and 

currency measure such as is presented to the Senate the natural 
inquiry arises, What is the necessity for this legislation? 

While our banking system has many admirable features, there 
are yet certain defects which call for speedy and positive action. 
We have at the present time 7,509 national bank. and about 
18,000 State banks and trust companies. In the ordina ry trnns
actions of banking business they are independent, competing with 
each other in making loans and in fixing the rates of interest. 
This independent competitive banking system is one result of 
the liberal provisions of the law under which a bank can be or
ganized and incorporated by five or more persons, without any 
restrictions or qualifications whatever upon the incorporators. 
These 25,000 banks constitute the people's b:rnks and afford 
splendid competition in supplying accommodations for mer
chnnts, farmers, manufacturers, and others engaged in com
merce. 

Any number of persons dissatisfied with banking conditions 
in any community have a perfect right to organize a competing 
bank either under the national-bank act or under the State laws. 
Thus they form the people's banks, both State and National, of 
this country. 

While independent banks such as now exist are ample to meet 
the demands of commerce in ordinary times, yet there come 
periods in the history of every nation when panics occur nnd 
depositors, without reason, withdraw their moneys from these 
institutions. The inability of banks at such times to meet 
strains upon their cash reserves arises from the fact that each is 
then standing on its own bottom; that is, there is no place to 
which the bank in trouble can go to demand and secure cash for 
its commercial paper. The law's requirements as to reserves 
are totally inadequate and cause what is termed the pyramid-

. ing of reserves. 
RESERVES OF ~ATIONAL BANKS. 

Under the Mtional-bank act the country bank must keep 15 
per cent of its deposits as reserves, of which 6 per cent must be 
in its own vaults and 9 per cent in a bank or banks of the 47 
reserve cities of the Union. Each of the 315 national b:rnks in 
the 47 reserve cities is required by 1.aw to keep a reserYe of 25 
per cent of its deposits, one-half of which is to be in c a sh in its 
own vaults and one-half to be kept in the vault of a bank or 
banks among the 52 national banks of the tllree central reserYe 
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cities of New York, Chicago, and St. Louis. Each of the na
tional banks of the central resei·ve cities is required to keep in 
cash in its own yaults 25 per cent of its deposits. The reserves 
depo ited in the re erve city banks and central reser ve city 
banks are treated tmder the law as simply deposits and not as 
reseryes. It can be readily seen th-at the 9 per cent of the de
posits of the country bank deposited in a re er>e city bank has 
behind it in the reserve city bank only a re erye in cash of 12-! 
per cent of the same, or, in other words, only one-eighth of the 
amount, and the credit portion of that same resene when trans
ferred to the central resene city bank is only one-fourth of the 
one-eighth, namely, one thirty-second, of the same. Upon these 
reserves, of course, is built an enormous amount of credits. 

Mr. John Il . Forgan, president of the First National Bank of 
Chicago, Ill., in his testimony before the Senate Committee 
on Banking and Currency, stated that his bank built credits to 
the extent of to 1 upan capital and surplus; that is, that it 
loaned out eight times as much money of its deposits as its capi
tal and surplus. In many banks the credits created are 10 to 1 
and 12 to 1. 

These reserves in ordinary times are amply sufficient to main
tain a good banking system, but in times of panic they become 
totally inadequate, a condition which is accelerated by the pol
icy wllich has been pursued of discouraging the use of the 
reserves, except to a Yery small per cent, in meeting demands of 
depositors and in prohibiting the making of any new loans when 
the re erves are to any extent below the percentage required. 
This policy and prohibition when money becomes tight increa e 
the sh'incrency and helps to precipitate the panic. These banks 
being independent, knowing that each must stand on its own 
bottom, begin to withdraw their credits in order to meet the 
threatening storm, and that compels every other bank to do the 
same. Thus the banks, in order to pre\ent their own suspen-
ion, withdraw their loans and make credits so tight that 

people owing money sacrifice their collateral and property in 
order to pay their debts. This, of course, produces a.n enormous 
depreciation in the \alue of all property, especially of stocks 
and bond hypothecated as collateral to secure the loans. This 
condition is due to a yery serious defect in our national banking 
system and is remedied in my judgment by the provisions of the 
pending bill. 

LOSSES FROll PANICS . 

The panic of 1 93 was one of the most disastrous that ever oc
curred in the history of the world. Thousands of banks thnt 
were perfectly solvent and able in time to meet all of their lia
bilities closed their doors, but they did not have and could not 
get the money with which to meet the checks of their depos
itors. 

When money becomes tight and there is a strain upon the 
banks that knowledge is acquired immediately by the people, 
and unrea oning fear that they may lose the money they ham 
on deposit seizes them. Oonsequently, any little rumor, though 
totally unfounded, may precipitate a run upon a bank. 

A story of the panic of 1893 well illustrates the hair-trigger 
tension of the public mind at that time. In a little town out 
We t a tinner was fixing the roof of a one-story building in 
which the First National Bank of that town was doing business. 
A gust of wind blew his hat from his head, and in endeayoring 
to . reco•er it before it went off the roof he pursued it rapidly. 
The wag of the town happened to be standing on an opposite 
corner and, seeing the incident, said · in a very loud Yoice: 
"There is a run on the First National Bank." There were 
many people on the street who heard his words, but when they 
looked at the bank the tinner had caught his hat and was 
standing till, and hence• the humorous sign "ficance of the re
mark wa not appreciated. The word wns spread from one to 
the other, and in less than two hours' time there was a line of 
depositors extending for more than a block making demands for 
their money at the bank. 

The Jos e to depositors from bank failures have been very 
light, not exceeding one-fortieth of 1 per cent per annum, and 
that shows the unreasonableness of people in making runs upon 
banks, but the losses otherwise from panics have been tre- , 
meudous. 

l\Ir. THOl\1.A.S. l\Ir. President--
The PRESIDING OFFICER Does the Senator from Colo

rado yield to his colleague? 
.l\lr. SHAFROTH. I do. 
Mr. TH01\1AS. I should like to inquire of the Senator if the 

amount of one-fortieth of 1 per cent is based upon the estimate 
of deposits or the capital? 

l\Ir. SHAFROTH. I think on deposits. It represents .a loss 
on the average to the depositors of one-fortieth of 1 per cent. 
When banks fail absolutely the loss is sometimes great, but t3k
ing the entire amount of deposits in the United States and esti-

mating the losses tha t have occurred for a series of years, the 
losses, not of the State banks but the National banks, have been 
only one-fortieth of 1 per cent. 

Mr. SMOOT. The losses f rom State banks haYe been no 
higher. 

l\Ir. SHAFROTH. The Senator from Utah says the losses 
from State-bank failures have been no higher, and I presume 
that is correct. 

It is stated that there resulted from the panic of 1907 a de
struction of values in stocks, bonds, securities, and other prop
erty that would measure greater than a loss resulting from the 
burning and destroying of every particle of property and crops 
upon a strip of land 100 miles wide extending from the Atlantic 
to the Pacific Ocean. 

UNl\ERSAL DEMA~D FOB REFORM. 

No solvent bank can meet the demands of all of its depositors 
if presented within a few· days, because the very life of banking 
is the lending out by the bunk at interest of most of its de
posits. Any bank which keeps in cash in its own vaults all of its 
deposits would soon become insolyent by reason of havi.l'lg no 
profits with which to meet its running expenses, and it would be 
of very little, if any, benefit to the .community in facilitating its 
commerce and accommodating its people. 

It is for these reasons that there has been a uniyersal demand 
that our banking system be reformed and these defects therein 
remedied. 

The Secretary of the Treasury, Hon.. Franklin MacVeagh, in 
his annual report, December 2, 1912, used this language: 

One of the most lmJ?ortant facts in connection with bankin~ nnd 
currency legislation is its urgimcy. As long as our banking and cur
rency system remains a~ it is the immeasurable di aster of a panic will 
remain a possibility. 'l'he system under bich we are living not only 
will not prevent a panic, but after a certain point in the generation 
of panic conditions is reached wUl make it inevitable. So that as long 
as the financial system created by our Federal Jaws remains unchan.ired 
and unreformed tl1e Governme_'lt will be exclusively rPsponslble for the 
romrnet·clal, industrial, and social disasters which flow from panics. 
This responsibility is a fixed one. It is unavoidable, and ought to be 
frankly recognized and acknowledged. The people are helple s. Tb 
character of this responsibility i better understood when it Is realized 
t bat tbe efi'ects of financial panics are not at all confined to tbe banks 
nnd the larger busiue. s world. A panic such as that of 1907, or a 
le ser panic., reache , directly or indirectly, every town and hamlet of 
the country and every family and individual. It nationalizes itself 
Ion"' before it has t?One far, and its interruption of the business move· 
ments, large and mall, its fracture of the organization under which 
ommercial and industrial life go on. and the resultinrr social sufrerln:; 

am prolonged into years. These facts intensify the slgnificunce of the 
delays and postponements of the Government. 

DEFECTS IN OUR CURRE~CY SYSTEll. 

The defects in our present currency system are also \ery 
plain and clear. While at times we have sufficient money t 
meet the demands of commerce and of the bank , yet at other 
times, and particularly in tiD;les of panic, there is total in
adequacy of the quantity of money le"'itima.tely demanded. 
That arises from the fact that our currency is all fixed in 
amount and has no quality of el:tsticity in it whatever. The 
circulating medium is practically the c:;,ame amount each year, 
whether it is durin"' a dull season or the active eason when 
crops ~'I.re being moved. During the seasons of each year there 
is a difference in the demand for money amounting to se...-eral 
hundred millions of dollars. 

Our national-bank currency is especially defectile, because it 
can not erve as resel'le money of national banks, and in my 
judgment it should be supplanted by currency that could be u e<l 
as re~ene money. Thi defect is manifested in the redemptions 
of national-bank currency in lawful money, which are continually 
J)Cing made at the Treasury at Washington. There was exp res, ed 
by the national banks during the year endin()' October 31, 1013, 
$683.431,000 of national-bank notes to the Treasury and re· 
demption thereof made in lawful money. The obligation of each 
national bank to redeem its own notes at its counter con e
quently caused the United States Treasurer to separate these 
national-bank notes into piles against each national bank ancl to 
send them to the national bank that i sued tllem for repa,yment 
of the amount in lawful money to the Federal Treasury. The 
total amount of national-bank notes outstanding October 31 , 
1913, was 758,825,471. 

When we realiz-e that the sum of $2,000,000 in national-bank 
notes each day is expressed into the City of Washington for 
redemption and nearly 2,000,000 of legal-tender money is 
i;:hipped back to the banks each day you can readily see that 
there is being suffered an enormous loss in expre s charges and 
in interest upon the money during transmission, besides the 
hazard of loss from wrecks, fires, and train robberies. 

For these reasons there should be sub tituted for our national· 
bank notes a currency which ean be used as bank re orves, and 
there should be added an elastic currency which will expand 
or contract in compliance With the demands of com~erce. A.E 
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remedies for these defects in our banking and currency system 
the bill before the Senate is presented. 

EIGHT FEDERAL RF.Sli:UYEJ BAXKS. 

The pending measure provides for the establishment of eight 
Federal reserve banks in eight districts, each to be located at 
a city convenient to the IJanks of its district. 

1\Iany witnesses before the Banking and Currency Committee 
have objected to the number of such banks, many preferring 
one central bank. The Democratic platform upon which the 
present administration was elected declarecl against a central 
bank. The following language was used : 

We oppose the so-called Aldrich bill or the establishment of a central 
· bank. • 

It is therefore useless to argue for a central bank during 
this administration. 

The I)emocratic Party is opposed to a central bank, and well 
it should be, because of the fact that it would concentrate in 
one place such a combination of wealth as could be used to the 
disadvantage of the entire people of the United States. 

We find that, as the result of combinations, great injllry has 
been done to· gigantic enterprises in the United States, which 
have been thereby permanently halted in their growth. The 
Pujo committee, as the chairman of this committee has said, 
jnvestigated the matter, and found that there was a combination 
among the great banks of New York City interested in railway 
and industrial corporations that prevented competing corpora
tions from undertaking most excellent enterprises in the United 
States. 

Mr. OWEN. I wish to ask the Senator from Colorado if he 
did not have in his own State, in the Moffat road, a very striking 
example of that. 

Mr. SHA.FROTH. I do know that, as far as the Moffat road 
was concerned, there was a continual effort in New York for 
five or six years to get a loan upon which the road could be 
financed, and that Mr. Moffat put some $9,000,000 of his own 
money in the enterprise, and he was not able to accomplish the 
end desired. 

Mr. THO~fAS. I would like to state, if my colleague will per
mit me, that the promoters of the l\1offa.t road, so called,_ no~ 
only made efforts in the city of New York to finance that enter
prise, but also made them in the older countries of the world, 
and in several in tanccs were successful up to the point of the 
formal execution of a contract, when some mysterious and in
visible influence always intercepted the arrangement about the 
time it was to be consummated. The Union Pacific Co. on 
the north and the Rio Grande and Gould interests on the south, 
through their banking connections all over the world, were the 
upper and nether millstones that ground the promoters of that 
enterprise to powder between them, in consequence of which the 
original promoter of the road, whose name it bears, beginning 
with an amount of wealth that would easily make him the 
wealthiest man in the State of Colorado, ended in yirtual bank
ruptcy. 

l\fr. SHAFROTII. That statement of what occuned was cur
rent · in Colorado. Of course I know nothing about the exact 
facts, but the general impression there is as my colleague has 
stated. 

l\Ir. NORRIS. l\Ir. President--
The PRESIDING OFFICER. Does the Senator from Colo

rado yield to the Senator from Nebraska? 
Mr. SIIAFROTH. I yield. 
l\!r. NORRIS. I would like to inquire of the Senator if there 

is anything in either one of the bills now before the Senate that 
would meet that kind of a situation? 

l\Ir. SIU.FROTH. I think so. I will discuss that as I pro
ceed. 

SI!\ISTER EFFECT OF COMBINATIO~. 

Now, wllat are the difficulties under those circumstances? As 
my colleague has suggested, on account of this great combina
tion of banks, with their interlocking directors controlling 
great industrial and commercial corporations, they can easily 
turn down au application that is made for funds to inaugurate 
a new enterprise that would come in competition with theirs; and 
the difficulty is not only that it is turned down, but whenever 
one appears who is willing to finance an enterprise of that kind 
he uses the argument that 'it has been turned down by the big 
bankers as a reason for extorting an enormous commission for 
his services in financing the same. Upon an application for, say 
$30,000,000, necessary to construct the enterprise the answer of 
the financiers is, in substance: "We will make you a loan of the 
$30,000,000 to be used in the construction of the enterprise, take 
bonds secured by mortgage upon the same, but we will ask you 
to issue $60,000,000 of stock, and we will divide the stock be
tween you and us." The result is that most of these companies 
haying the feature of a utility corporation, such as a railroad, 

extract from the people dividends to be paitl on the full $60 000 -
000 of capital, when the total construction cost Yery little :nor~ 
than $30,000,000, on "!hich the people also pay the interest. 

That is the great injury to the people that the concentration 
of wealth in one place produces. The people of New York are 
no worse than the people anywhere else would be where snch . 
an enormous amount of money might be concentrated. 

l\Ir. S:\fOOT. Does the Senator believe that if we had one 
great central bank, whose stock was subscribed by the people 
of the United States, whose affairs were go-rnrned by a board . 
appointed by the President of the United States, such a thing 
could happen through the organization of snc:h a bank as he 
has just been describing? 

1.\Ir. SHAFROTH. Of course, safeguards may be thrown 
around it, but where you have concentrated in one place enor
mous amounts of money you must accept the fa ct that influ
ences will naturally be sought for the use of that money, and 
this in all likelihood will to some extent be accomplished. 

Mr. SMOOT. 1\lr. President, I understand the whole theory 
of this proposed law is to provide means to relie1e the business 
interests of this country in times of distress-

.Mr. SHAFROTH. Yes, sir. 
Mr. SMOOT. And to pre\ent panics; but in order to do 

that there has got to be a mobilization of the resources of this -
Government. 

l.\Ir. SHAFROTH. Yes, sir. 
l\fr. SUOOT. It does seem to me, Mr. President, the proper 

way to do that would be to have one great, strong central insti
tution, the same as all foreign countries ha·rn to-day. 

l\fr. SHAFROTH. We have tried that twice, and each time 
the people of the United States have condemned it. 

Mr. SMOOT. No, Mr. President; we did not try that kind 
of a bank. I am fully a ware of the kind of Government banks 
that we have had in the past and the way that they were con
trolled and managed; but they were not organized the way that 
I would ha1e a great central inr::ititution organized, managed, or 
controlled by the Government of the United States to-day. 

1\Ir. SHAFROTH. But aside from that, a number of Federal 
reserve banks will be vastly more conyenient than one such 
bank. 

One of the objects of this bill is to req\1ire the banks of the 
different sections of the country to keep their reserves in a 
Federal reserve bank, located in an easily accessible city of the 
district. 

ACCESSIBILITY A PRLllE REQUISITE. 

As one witness stated, the Federal resene bank should be at 
a distance of not to exceed one night's run from each of the 
banks of that district, the purpose being such that at the clos
ing hour of the bank its president could determine whether there 
would likely be a run upon its deposits next day. He could 
then gather the 30, 60, and 90 day commercial paper he wanted 
cashed, take the b·ain for the city where the Federal reserve 
bank is situate, and be able to wire by the time of the opening 
of his bank that he had cashed sufficient securities to meet the 
demands of all depositors. That would be a great adrnntnge 
over attempting to cash securities 'at one central bank locuted 
several days' run from many of the interior banks. Nor could 
branch banks answer that purpose as well. Branch banks are 
always subservient to the will and policy of the central bank, and 
there are always communications and hesitations as to trans- . 
actions of the branch bank which produce delays. Such delays 
in times of emergency might be fatal to the member bank. The 
policy of a central bank might be against lending money in some 
seed.on of the counb·y, but the policy of a resene bank will 
al ways be loyal to its district. 

Accommodations are more certainly and speedily given on ac
count of personal acquaintance. Such personal acquaintance 
would likely exist among the presidents of banks of a district 
and the directors of the Federal reserve bank of that district. 
There is not one chance in a hundred that a country banker 
would know a director of a central reserve bank, located in New 
York City or Washington, in one of which places in all likeli
hood it would be established.. It seems to me country bankers 
m·erywhere would prefer that the cencentration of their reserves 
should be near them instead of far from them. 

Another reason why there should be eight or more Federal 
reserve banks instead of one central in$titution, as advo
cated by the Senator from Utah, is to prevent th~ money belong
ing to the 25,000 banks throughout the country being transferred 
to and concentrated in New York City, as it is at present. 

The concentration of reserves in that .city produces, as I haYe 
stated, a surplus of many hundreds of millions of dollars of 
deposits there, which can not be used in · making ordinary 
loans, as such loans can not be realized upon immediately 
to meet drafts by country banks upon their deposits. Hence 
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these hundreds of millions are loaned to stock brokers for 
,gambling upon the exchange. The money so loaned by the 
New York banks is secured by the tock purchased by the broker 
and is designated a "call loan," because it can be called by the 
bank any day, and if not paid the collateral may be sold imme
diately. The rate of interest is usually T"ery low, 2 or 3 
per cent per annum, but being influenced by gambling trans
actions it sometimes rises to 20 per cent and 100 per cent, and 
at the time of the attempted corner on Northern Pacific stock 
it ro e on one day to 1,000 per cent per annum. 

The gambling which results from the ability of brokers to get 
call loans at low rates of interest is most tempting and demoral
izing to our people. The ticker works not only in New York 
City, but in every city of 50 000 population in the United States. 
Fortunes are made or swept a way in a few days. If made, the 
sudden succe s unfits the winner for his ordinary busine s and 
leads to extravagance in living, which produces dissatisfaction 
if it can not be maintained. L<>ss of fortune, of course, leads 
to embezzlement, forgery, and suicide. 

The New York bankers realize this and want to abandon that 
line of bu iness, but they contend they can not, because call loans 
are the only liquid as ets they have, and that, being the custo
dians of so much re ene money of other banks, which may be 
demanded at any moment, they must have call loans, which they 
can collect on short notice. They welcome the establishment of 
a reserve bank or banks which will discount their 30, GO, and 
90 day paper on presentation and thus dispense with tho neces
sity of making call loan . They genera11y prefer one central 
reserve bank, or as few a number as can be obtained, but they 
de ire the opportunity of getting out of the call-loan business. 

.Mr. Vanderlip, pre ident of the National City Bank of New 
York, the greate t institution of that kind in the world, stated 
before the Banking and Currency Committee that his bank 
would lo e in deposits by the Owen-Glass bill $50,000,000, but 
that, nevertheles , he would welcome its pas age, with modifi
cations, if thereby it could get out of the call-loan business; that 
on account of the Federal reserve bank cashing its commercial 
paper it would enable his bank, with fewer deposits, to lend 
money in commercial transaction , which pay a larger rate of 
interest, and thus permit a recoup, to a large extent, of los~es 
of deposits. 

PERSONAL CONTACT DESIRABLE FACTOR. 

While no one can say that eight Federal reserre banks is 
the exact number which should be established, yet it is safe to 
say that such a number would cause the directors of each to 
come in per onal contact with the officers of country banks and 
thereby serve their needs very satisfactorily. It would keep 
the reserve money that belong to the bank of each district at 
home and thus be more responsive to the demands of the peo
ple of such district. 

Of course New York City is and always will be the great 
financial center of this country, and banks all over t1).e United 
States will keep some money with their correspondents there iu 
order to meet their drafts, but New York should not complain 
if the country banks hould keep part of their money in reserve 
banks near home. It unque tionably is to the best interest of 
the entire country. 

.A to whether we should haYe one or four reserve banks, 
while four would be much better, in my judgment, than one, 
eight would be far superior to four. The Senator from Ne
bra ka [Mr. HrrcncocK] has said the four would be likely to be 
located at New York, at Chicago, at St. Louis and at San 
Francisco. 1.rha t broad stretch of territory extending from St. 
Louis to San Francisco, covering 2,000 miles, would not be 
accorded such facilitie that the banks in that region would be 
able to ecure relief within the time when it might be needed. 

Ir. REED. Mr. President--
The PUESIDI:XG OFFICER. Does the Senator from Colo

rado :rield to the Senator from l\Ii sonri? 
Mr. SHAFROTII. I do. 
l\lr. HEED. I do not ri e for the purpose of engaging in any 

debate or of opposing what the Senator is saying, but I should 
like to a k him, in 'iew of his last statement, under a sy tern 
of ejght regional banks where he expects any bank to be located 
we t of St. Louis except at San Francjsco? 

;\Ir. SH.A.FROTH. In answer to the Senator I will say-
Ur. REED. And what reason he has to expect a bank to 

be Jocated we t of St. Louis, except at San Francisco? 
Mr. SII.A.FROTH. In ans"-ver to the Senator, I will say that 

11e has the right to gues" where these banks will be located just 
as well as I. Under the bill of the Senator from Oklahoma the 
matter i left to a commis ion consisting of the Secretary of the 
Treasury and the two members of the Federal reserve board, 
and W"hat they will determine nobo<ly ran foresee. Conse
qu otly, it i nothing but mere ·peculation a. to what cities will 

get the reserve banks. It is better that tlley should not be 
determined in this bill, because an ince ant \nano-le would 
ari e among us as to whether one section or another ;hould ooet 
one. It is left to an independent body, and they will establi h 
them according to where they think the needs of commerce 
demand. 

Mr. REED. Mr. President--
The PRESIDING OFFICER. Does the Senator from . Colo

rado yield further to the Senator from Mi souri? 
Mr. SHA.FROTH. I do. 
Mr. REED. I do not want for a moment to be misunderstoo<l 

in my object. Nevertheless, I do not think that the Senator 
appreciated my thought, at least in asking the question. He 
states now that they would be located where the board aw fit 
to locate them, and that he can not, of course, look into the 
future; but the Senator does know the number of bank , where 
they are located, the amount of banking capital, the center· of 
commerce and trade, and the course of the streams of trade, and 
I wanted to ask him if he could tell us any city west of St. 
Loni , excluding San Francisco, that would by reason of these 
conditions be entitled to receive, or likely to recei've, the loca
tion of a regional bank? 

l\Ir. SHA.FROTH. I do not know. I must say, however, that 
if there are to be only four reserve banks, I think that St. 
Louis would be too close to Chicago, and I would prefer that 
the fow-th bank hould be in Kansas City instead of St. Louis; 
but if there are to be eight banks I can not tell where they will 
be located; and on that account the Senator from .Missoml is 
just as much entitled to guess at it as I am; and as I am not 
going to make a guess, he can. 

Under this system, if we were to have only four Federal 
reserve banks, the great South would not ha e one and a bnnk 
in Florida would have to get its discounts in Washington or in 
New York City. That would also be true, of course, if there 
were only one Federal reserve bank. That being the case, the 
Florida banker would have to go a di tance of 1,500 or lt800 
miles in order to get discounts, and the banker from Texas 
would obviously have to go to St. Louis, a distance from some 
parts of Texas of more than 1.500 mile . 
· Mr. WEEKS. .Mr. President--

The PRESIDING OFFICER. Does the Senator from Colo
rado yield to the Senator from :Massachusetts? 

Mr. SH.A.FROTH. I do. 
Mr. WEEKS. I wish to ask the Senator if he does not i·ec

ognize the fact that it would be possible to establish branche 
of the reserve banks and that very much of the business done 
at a distance will be done through the branches; so that his 
statement that it will be necessary to go 1,500 or 2,000 mile is 
not strictly correct? 

BRA.YCH BL'iKS !~ADEQUATE. 

Mr. SH.A.FROTH. Oh, I have said that you can have branch 
banks. It is true that you can obviate the inconvenience to 
some extent, but I have said the greatest asset in the way of 
procuring a loan is personal acquaintance with the director of 
the reserve bank, and con equently when you go to one of the 
reserve banks and happen to know per onally men on the di
rectorate you are apt to get your di counts without question ; 
but if you go to a branch bank, which is always subservient to 
the policy of the central bank, the president of that central 
bank might say to the agent in charge of the branch bank: 'Oh, 
we need re erves here, and we need di counts o-ver in thi end 
of the country most; be careful about it; discount just as little 
as yon can." And then there would follow the re<l tape that is 
necessary in communications between the agent and the prin
cipal. Such a sy tern of branch banks does not an wer the pur
pose as does a Federal reserve bank with a directorate thnt i 
independent, working upon its own footing in the intere t of the 
very community where the stringency occurs. Under those cir
cumstance. a ysteru of branch banks is not to be compared with 
a system e tablishing a number of Federal resene banks. 

It has been said that the European banks are central banks. 
Yes; but there are in Europe, which is no larger than the 
United State , fully 25 cenh·al banks instead of merely eight, 
and consequently in considering the illustration which is giyen 
of having a central bank for each nation you must take into 
account the territory and the area that woulu be supplied by 
central reserve banks. On that account it seems to me the fact 
that Germany has a central reserve bank, that Belgium has ~ 
central reserve bank, that Holland has a reserve bank, is simply 
illush·atiYe of the fact that it is wise to have a number of reserve 
banks, because those banks are only within a few hours' ride of 
every part and portion of their territory, and every one of tho e 
bank· is responsive to local conditions. When you have a bank 
that i independent, a Federal reserve bank, knowing and watch
in .... the interest of every portion of the dib'trict over which it 
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has jurisdiction, you can ren<lily see th'Jt -u will extend its 
power of discount and will aid the b.tnks under circumstances 
when a central resene bank, whose officers perhaps are not 
known -or likely to be known by any of the presidents of the 
local banks, would refu e such assistance. No one would think 
of suggesting one central bank for all Europe. although its terri
tory is no greater than that of the United States. 

We have in this country 40 per cent of the banking capital of 
the world, and when you compnre the b'l fance of the European 
banks and divide it among their 25 or 30 banks you will readily 
see that we are not asking for enough banks in the United States 
in 01;der to do the business of this country well and in order to 
fUrnish accommodations to the country banks whenever needed. 

It seems to me, therefore. that the position taken by the Sen
ator from Utah [Mr. SMOOT] and by the Senator fl'om Nebraska 
[.Mr. HITCHCOCK] that this great mobilization should take place 
in one bank or in a few banks is not well taken. The Senator 
from Nebraska states that if New Orleans needed money at a 
certain season of the ye.ar its limited bank. if it were to have 
a Federal reserve bank in any one of six or eight districts, 
would be subjected to such a demand that it would exhaust the 
amount of reserves which that bank had, and the result would 
be that it would ha·rn to apply to the Federal reserve board for 
currency ; that is, new currency to be issued. 

Our bill does not provide that it should necessarily be an ap
plication for currency, because the Federal reserve board, if it 
finds that there is a surplus of funds in one Federal reserve 
bank and a small quantity in another, has a right to order that 
that Federal resene bank, where it hns a surplus of funds, 
shall rediscount the paper of the Federal reserve bank of the 
weak disn·ict, and it is perfectly safe to do so. When the dis
tricts are smaller it must be remembered the demands for redis
counts will be less. The New Orleans Federal reserve bank, 
while possessing less capital and resen-es than that of New York 
City, will be just as strong, because the demands upon it will be 
proportionately sma 11 er. 

CO~TROL OF FEDERAL RESERVE BANXS. 

The Senator from Nebraska [Mr. IlITCHCOCK] has said that 
the second great difference between the two sections of the Com
mittee on Banking and Currency ls as to the control of these 
Federal reserve banks. That is true. 

The Owen bill provides that the bankers shall have repre
sentation on each of the boards of directors of the several Fed
eral reserve banks. Three of the nine directors shall be selected 
by and represent the stock-holding ban~s. three members shall 
be representative of the agricultural, commercial, and industrial 
interests, the latter three being subject to removal by the Federal 
reserve board, and the remaining three members are to be chosen 
by the Federal re erve board. Thus the banks elect six out of 
the nine directors of each Federal reserve bank. These Federal 
re erve banks are the ones that deal with the individual banks. 
pass upon the securities presented, direct what paper shall be 
discounted, and attend to all matters involving the care and in
vestment of the enormous sums of money which will be held by 
them. It is upon the boards of directors of these Federal reserve 
banks that bankers should be placed, as is provided in the bill. 

The amendment of the section of the committee represented 
by the Senator from Nebraska provides that there shall be five 
directors appointed by the Government of the Federal reserve 
bank and that four shall be elected by the member banks. 
That very amendment, if adopted, would destroy the entire 
character of this bill; it would make an entirely different kind 
of a bill, upon an entirely different theory. The theory of the 
bill as it came from the House and as it is preserved by our sec
tion of the committee is that there should be a bank of banks; 
that the banks should be required to take the stock in the Fed
eral re erve bank. It can not be possible that banks would 
come into a system which creates a I"ederal reserve bank and 
provides that member banks shall deposit their reserves, aggre
gating $400,000,000, and not have a majority of the boru·d of 
directors. It is absurd to think that any bank on earth would 
come into a system of that kind. Does anyone imagine that if 
the present national banking law had prescribed. that of its 
board of directors five should be appointed by the Government 
and four should be appointed by the ·bank, that there ever 
would have been organized a national bank? Certainly not; 
and yet there is more reason for the Government insisting upon 
that than there is fo1L insisting that a majority of the board of 
directors of the Federal reserve bank should be Government 
appointees. Why? Because the national bank deals with other 
people's money. The national bank has the people's money to 
the extent of 10 to 1 of its own, and the Government might 
well determine that as o much money of the people of the 
United States is in their custody that a majority of the board of 
directors should be nppointed by the Go•ernment to determine 

where loans should be placed anu how much money should be 
loaned. No one who has _any knowledge of banking or of human. 
nature would ever think that bankers would go into and or
ganize a national bank under tho e circumstance . So member 
banks say as to representation upon the board of directors of 
the Federal reserve bnnk, and they ha>e a right to say, "It is 
our money; it is our capital; it is our reserve; and we should 
have a right to control the Federa l reser>:e bank by a majority 
of the board of directors." But the :imendment of the Senator 
from Nebraska puts this control into the hands of the Govern
ment by a majority of one, without giving the banks that own 
and control the assets upoi:i which the reserve bank operates a 
majority representation. . 

Mr. SMOOT. l\Ir. President--
The PRESIDING OFFICER. Does the Senator from Colo

rado yield to the Senator from Utah? 
Mr. SHAFROTH. I do. 
.Mr. SMOOT. The Senator will admit, howe--rnr, that the 

object of the Hitchcock amendment is to make the regional 
banks Go-rnrnment banks; and if they are Government banks 
the Go•ernment ought to ha\e a majority of the directors, 
whereas the amendment of the Senator from Oklahoma pro1ides 
that they shall be qanks of banks. 

Mr. SHA.FROTH. Yes, sir. 
Mr. SMOOT. . Not being Government banks, the Senator from 

Colorado argues that being banks for banks or a bank of banks, 
the banks ought to have a majority of the directors. 

1\lr. SBAFHOTH. Certa1n1y. That is my co11teuuon exactly; 
and it seems to me that it is proper. 

l\Ir. POMEREl\'E. I rose for the purpose of asking the Sena
tor from Utah whether or not he favored a Government
contrnlled bank. 

Mr. S)JOOT. If it is a Gornrnment bank, I certainly belie\e 
the Government ought to control the bank, or control it through 
its directors. 

l\Ir. POl\IERENE. Did not the Senator favor the Aldrich 
plan, which was for an entirely bank-controlled bank? 

l\Ir. SMOOT. Mr. Presjdent, no man ever heard me say that 
I was in favor of the Ald1ich bill in its entirety. I favor a 
central bank, but I would require that bank to be owned by the 
people. The Government should have absolute control of its 
management. It should be ona great bank. with the power of 
the Government back of it to put in any part of the country 
money sufficient to help in case of stress or in case of panic. ~ 

Mr. PO~IERENE. If the Sena tor. will pardon me. with all 
due respect, I do not think the Senator has yet answered my 
question. The question was, or at least wns intended to be~ 
directed to one particular feature of the Aldrich bill, namely> 
the bankers' control of the bank. ·I asked the Senator whether 
he favored that feature of it. 

l\Ir. SMOOT. No, l\Ir. President; I will say frankly that I 
did not, and that is one of the amendments I would have offered 
to the bill. 

Mr. SHAFROTH. Mr. President, it sounds awfully well to 
say that we should establish a great people's bank. It seems to 
appeal to some. When we consider the matter closely, however, 
we realize the fact that we have now 7.509 people's banks, and 
hence that there is no occasion for a people's bank in which to 
keep reserves of banks. The name Federal reserve bank implies 
that it is a bank for reserves of banks and not for deposits of 
the money of the people. 

Mr. POMERENE. .Mr. President, will the Senator allow me 
to make a suggestion? 

l\Ir. SHAFROTH. Yes, sir. 
Mr. P0l\IERE1''E. The Senator is now referring simply to the 

number of national banks? 
l\Ir. SHAFROTH. Yes, sir. 
l\Ir. PQl\IERENE. There are more than 25,000 of these bunks 

throughout the country. 
l\ir. SHAFROTH. That includes the State banks. I was 

speaking of the national-bank system. Every one of the national 
banks is a people's bank; and why? Because any five persons in 
the United States can incorporate a bank. If the inhabit:rnts of 
a city, town, or hamlet think there is a combination to raise the 
rate of interest and oppress the people, any five men can organ
ize a bank, and it therefore constitutes a people's bank. 

What would be the result of having a great people's bank? Jf 
this stock is issued and taken by the people, do you suppose they 
will not say, "We want our paper discounted ''? Should they 
not and would they not have a right to say, "I am a stockholder 
of this bank. Why can not I have a right of discount in it?" 
You have not the safeguards against an indiYidunl's discount 
that yon have against a bank's discount, and it is the bank's 
money you are dealing with. 

Mr. "TILLIAMS. l\Ir. President--
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The PUESIDI:XG OFFICER Does the Senator from Colo· 
rado yield to the Senator from Mississippi? 

1\Ir. SHAFROTH. I do. 
l\Ir. WILLIAMS. I dislike to interrupt the Senator from 

Colorado; but if he will permit me, I should like to suggest that 
tlle shareholders of no bank that e\er existed in the world were 
the people. 
. Mr. SHAFUOTII. Yes, sir. 

l\Ir. WILLIAMS. '!'hey were some of the people. 
.l\fr. SHAFUOTH. And generally some of the rich people, be

cause, as a usual rule, the others are not the ones that invest 
in the stock of any corporation. · · 

Mr. SMOOT. Under the amendment proposed by the Senatol' 
from Nebraska [Mr. HITCHCOCK] the stockholders of the Go\ern
ment bank provided for· in the amendment would not be the rich 
people. Provision is made that no person shall own more than 
$10,00-0 of the stock. 

Mr. SHAFROTH. Yes; but we think $10,0-00 is a pretty big 
sum of money out our way. 

Mr. SMOOT. And provision is made that if the stock is over
subscribed, it shall be given to those subscribing for the lowest 
amounts. 

Mr. SHAFROTH. I want to remind the Senator that not 
more than 5 per cent of the people of the United States are 
worth $10,000. That being the case, it seems to me the theory 
that this is a people's bank must of necessity cause at least an 
agitation to this effect: "If we are stockholders of this concern, 
we should have the right of discount at the concern." 

Mr. SMOOT. I hope the Senator did not .think I intimated or 
thought that no one could take stock unless it was $10,000 ill 
amount. 

.Mr. SHAFROTH. No; I recognize that; but, as a usual rule, 
it is men of means who invest in the capital stock of a <'orpora· 
tion, or e>en of a Go>ernment bank. 

l\Ir. SUOOT. Well, l\fr:· President, I do not want to interrupt
tbe Senator further. 

REASON FOR BAN"K PARTICIPATION. 

Mr. SHAFUOTH. Mr. President, I want to call attention 
now to the fact that e\en under the Hitchcock amendment this 
Federal reserve bank will not ha"\"e any funds from individuals. 
Nothing is permitted to be deposited there except reserves of 
member banks and money in the Treasury of the United States 
which the Secretary of the Treasury may deem it proper to 
deposit there. So the Hitchcock amendment imposes the condi
tion that a private stockholjler in a Federal reser>e bank is not 
even to be permitted to deposit with the bank any sum of money 
.whatever. Upon the other hand, what do we find with relation 
to the interest of the member banks? We find that they are 
required to put into the Federal reserve banks $400,000,000 from 
their reserves, and that they are required to subscribe for 
$10G,OOO,OO-O of the capital stock of the Federal reserve banks. 
To further require that the Government shall appoint five di
rectors to their four would mean that there would not be a 
single National or State bank come into the system, and that 
would produce a failure of the entire scheme. 

Is it possible that we are going to defeat this bill simply by 
making an impossible condition? Is it possible that anybody 
would want to force such an amendment, when in all likelihood 
the banks would not come into the system? 

It simply means, .Mr. President, that if we adopt the amend
ments proposed by the Senator from Nebraska [l\!r. HITcncocK] 
we will have no system at all, and there will be no effective 
legislation whatever in relation to either eight reserve banks 
or four reserve banks. 

l\Ir. BRISTOW. Mr. President--
The PRESIDING OFFICEU. Does the Senator from Colo

rado yield to the Senator from Kansas? 
.Mr. SHAFROTH. I do. 
Mr. BRISTOW. I should like to inquire of the Senator if he 

has heard any banker say that his bank would not go into the 
~ystem if the stock would be owned by the people instead of 
by the banks? 

Mr. SHAFROTH. l\fl'. President, I have heard banker after 
banker, as representing conventions of bankers, say that they are 
most bitterly opposed to the bill because they have no representa
tion on the Federal resene board and that the bankers wanted a 
bill that gave them representation in the Federal reserve banks. 
I have heard them object on thq_t ground. They appeared before 
our committee, and in the first few days of the hearings they as
serted and claimed that by reason of the fact that their moneys 
were to be placed in these banks and the capital was to be com
posed of their moneys they should not only have representation 
upon the board of directors of the Federal reserve banks, but 
they should also have representation upon the Federal reserve 
board which meets in WaslJington. When we examined the 

matter we found that they were wrong. We found that they 
should not have any representation on the Federal reser>e 
board; that it would place them in nn incompatible position. It 
was a matter which was discussed before the committee during 
the hearings. I wish to call attention to the reasons why they 
should ha,ve no representation upon the Federal reserrn board. 

l\Ir. BRISTOW. l\Ir. President, may I ask the Senator, if I 
am not interrupting him, another question? 

l\Ir. SHA.FROTH. Yes, sir . 
l\Ir. BRISTOW. Will the Senator please state what bankers 

have said to him that they will not come into the system if the 
public is permitted to own the stock? 

l\Ir. SHAFUOTH. Oh, I think every man who said he would 
not come into the system unless he bad representation upon the 
Federal reserrn board would say with ten times the Yehemence 
that he would not consider the proposition of coming in where 
the banks were denied a majority directorship in the Federal 
reserve bank. 

l\Ir. BRISTOW. But the Senator can not give me the name 
of a single man who has made such a statement or point to a 
single letter to that effect? 

l\lr. SHAFROTII. No; I have not read all the letters I have 
received; but it Js my judgment that they would not do so, 
because men will not turn over funds that belong to them to the 
control of people who have no interest in those funds. 

THE FEDERAL RESERVE BOARD. 

The Federal reserve board is the governmental part of this 
system, and no person directly or indirectly interested in .banks 
should be a member of that board, because the duties of such a 
man would be incompatible with his private interests. 

The Bank of England, the Bank of France, and the Imperial 
Bank of Germany do not permit a man who is connected with a 
bank which receives deposits and pays checks to become a mem
ber of their boards of directors. 
- The reason bankers engaged in the acti\e business should not 

be upon the Federal reserve board is been use of the conflict of 
interest which they would ha Y-e as bankers and as members of 
the Federal reserve board. This board is >ested with the power 
to raise or lower the rate of discount. Every time the rate of 
interest is increased or decreased it means the contracting or 
acceleratillg of credits, which means the fall or rise in the price 
of securities, which means that there will follow a bear or bull 
movement on the exchanges. As banks deal in bonds, stocks, 
and other securities, it is presumed that the know1edae upon the 
part of a banker on the Federal reserve board that the rate of 
discount will be raised or lowered would be taken advantage of 
by the interests which he represents, and thereby stocks and 
bonds would be either bought or sold by them with almost abso· 
lute certainty of a profit being realized. 

The check-paying banks of the European countries would ob
ject most strenuously to a banker having such advantage over 
them, and so they are thoroughly satisfied that no banker i. 
permitted to become a director of any of the European central 
banks. 

The bankers, in their Chicago con\ention in .August last, 
passed resolutions claiming they should have representation on 
the Federal reserve board. In the discussion they made the 
argument that as it was their reserves and capital that created 
the concern they should have such representntion. In the hear
ings before the committee Mr. Festus J. Wade, of St. Louis, a 
good banker and most excellent gentleman, contended for the 
same right, and had the other impression ns to the practice of 
the Bank of England. I happened to have the authorities near 
at hand and read illto the record the following from l\fr. Walter 
Bagehot in his book on Lombard Street: 

In London QO banker has a chance of being bank (of England) direc
tor, or would ever think of attempting to be one. I am hern speaking of 
bankers in an Engllsh sense (of those who accept deposits subject to 
check). • o> • Not only no private banker is a director of the Bank 
of England, but no director of any joint-stock I.Jank would be allowed to 
become such. The two situations would be taken to be incompatible. 
• • * The mass of the bank directors are merchants of experience, 
employing a considerable capital in trade in which they have been 
brought up and with which they a.re well acquainted. • • ~ The 
direction of the Bank of England has for many generations been com
posed of such men. (Senate Banking and Currency Hearings, p. 130.) 

I also called attention to the fact that Mr. Hartley Withers, 
an English writer, in his book on The Meaning of Money, ex
plains the matter >ery satisfactorily, as follows: 

When we come to consider the bank's organization, its most striking 
features arc the constitution of its court of directors and its system of 
government by rotation, and these are point on which the bank's 
critics have fastened with the keenest energy and determination. 

The bank court is a committee recruited chiefly from the ranks of the 
accepting hou es and merchant firms, and its members are nominated by 
itself, subject to the purely formal confirmation of the shareholders ; 
and it is an unwritten law that no banker in the ordinary sense of the 
word-that is. no one connected with what wc call the check-paying 
banks-can be a member of it. 
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At first sight, this is one of those anomalous- absurdities so common So the bankers who- came bef0re the commHtee from Chicago 

In England, and so puzzling to the intelligent foreigner, wllo can not and who adopted a resolutfon at therr· con•"'n t1·on i·nsi"st1"ng that. understand why we suffer t hem. A court of directors ruling the Bank "' 
of England , and so performing most important banking functions, and they should have representation upon the Federal reserve board 
yet dlsquallfying for membership any one with an expel't knowledge of have ceased their agitation, because they have found from the ' 
banking, is a t empting subject for an epigrammatically minded satirist. practice of the Emopean banks that nDt one b"T,"'ker i·s· upon But, in fact , this anomally, like many of our others,. not only works- u..u 
excellently well in practicer but is, when calmly consideredr clear11 the board of directors of any of those banks. 
based on sound common sense. For in the first place it would obvi- Of course, men who have been banker~, possessed of all the 
ously be undesirable that a member of one of the outer ring of hanks Im led f h . ~1-:- . 
should have the insight into the position of his rivals which member- ow ge O · u..'lJ..UU.ug lil thjs country, are eligible, and some 
ship of the Bank of England court cou ld give him, unless all the- others should be selected upon the Federal reserve board, provided 
were similarly privileged. But if all the outer banks were represented they have severed alJ connection direct! a d · di tl ·th 
on the bank court, it would become a committee of unwieldly dlmen- • Y n In rec y, WI · 
sions, perbaps reproducing or reflecting iu the bank parlor the rivalries hanks. and trust compa.nie · I have no doubt the President in 
and jealousies that stimulate the outer banks to work against one an- naming the members of the board will consider the- quali.fica
other, but are not conducive to their working together. • tions of such applicants and appoint at least some o:f them on 

And the question of proportionate representation would be difficult to 4-1~ b d of · 
settle. As it is, the bank court, being free from connection with the Lile oar s directors of the Federal reserve banks. 
onter ban.ks except by keeping tilejr balances, ts able to. watch their· STRE.~GTH OF THB FEDERAL RESERVE" BANK. 
proceedings with a wholly impartial eye, and, on occasion, to muk-e 
suggestions with salutary effect. (Senate Banking and Cw·rency Hear- The third poim touched upon by the Sena.tor from Nebraska 
ings, p. 133.) [Mr. HITcacocK] was in relation to the reserves. He said there 

I also call attention to the fact that the govern01· of the Bank was a difference between the two bills as to the amount of the 
of England, in his answers to the questions of the Monetary resenes. That is true. Their section of the committee has 
Commission in 1908, used the following language:, red need the reserves of city and central reserve city banks to 

cusTo:u EXCLUDES BA..--.KERs FROM BOARD. Hi per cent. whereas in our bi1l it is 18 per cent in resene city 
banks. 

Q. Is there any custom restricting the class frum which the dlrecto..ra The Senator from Nebraska says: there will be considerable 
may be selected ?-A. There is. n<> legal restriction as to the cla:ss from 
which directors may be selected, except that they must be ••natural- difficulty in conforming to the new system, and that there is 
born subjects of England or naturalized," but in actual practice the- considerable difference between the two bills in that respect. 
sele.ction ts confined t~ those who are or have been members of me:r- If h · th b"lls h h ·n ti d th h f 
eantile or financial houses, excluding bankers, brokers, bill discounters-. e exarmnes e 1 · • owever, e WI 11 at eac o 
or directors of other banks operating in. the United Kingdom. (Senate them carefully preserves the right of depositing in the Federal. 
Banking and Cnrreney HeariDgs, p. ljl5.) reserve banks only limited amounts for a long period. Our 

Mr. THO:;\fAS. Mr. President-- bill gives a period of 36 months in which to make this trans-
The PRESIDING OFFICER (l\Ir. THORNTON in the chair) . mission of currency to the lfederal reserve banks, while their 

Does the Senator from Colorado yield tu his colleague! bill gives only 24 months. 
Mr; SHAFROTH. I do. · The amount of money which these Federal reserve banks will 
l\fr. THO::\IAS. Mr. President, my eolleague. has given a great have will be sufficient, without the issuance of any new money, 

deal of time and study tCl this question~ and to practically a.U to serve the ends of commerce at almost all times, except when 
its details. I should like to inquire at this juncture whether there is a great panic sweeping the country. These banks will 
the directors of these banks in European countries are permitted. have in their control $400,000,00-0 of the reserves of the national 
to serve as directors upon the boards of industrial corpora- banks, the capital of the Federal reserve banks, amounting to 
tions and transportation companies. I ask the question Iargel'y, $106'.000,000, and the cash balance of the Federal Government, 
perhaps, for my own information; but it may become of some amounting en November 24, 1913, to $289,799,160.81. Thus 
importance with reference to an amendment that may be offered nearly $800,000,000 will be in the control of the Federal reserve 
by me to one of the sections of the bill. banks to lend to the member banks when the demands of the· 

Mr. SHA.FROTH. I wm say- to the Senator that the qualifi- country hi crop-moving time require it. 
cation for a member of the court of directors of the Bank of If' all of the State banks and trust companies come int{} the
England-it is called "court of directors ''-is that he sha.Il system, there will be much more at the disposal of the Fede1·al 
have £500 worth of stock in the Bank of England and th.at · reserve banks t{} meet the same conditions throughout the 
he shall be the owner of an establishment having at least. · country. 
£20,000 invested in mercantile business. I do not kn.ow whether · The· provisions with respect to the lending of this money to 
there are any other qualifications or not. I have read one or the member' banks are very conservative. ancI it is difficult to 
two books on the subject of the. Bank of England,, one of which conceive how any loss can occur to the Federal reserve !tanks. 
is by !\Ir. Hartley Withers, in which he treats of it exclusively. The measure- provides that any bank desiring to procure a loan 
It i& a fine volume, giving details of the operation. of the bank; from the Federal reserve bank must pr~ent 30, 60, or 90 day 
bat I remember no requirement prescribed in that book ex- paper, usually in the form of drafts- which represent a tr:ms-
eluding merchants who a.re directors of other corporations. action in commerce. Such drafts, according to the experience 

Mr. WILLIA~.fS. l\Ir. President-- of the world, constitute the best security, whether a bill of Iad-
The PRESIDING OFFICER. Does the Senator from Colo- ing is attached or not. Notes representing a loan by a national 

rado yield to the Senator from Mississippi?. bank to an individual to go into permanent improvements, 
Mr. SHA.FROTH. Yes. sir. though made payable in 90 days, are seldom intended to be 
Mr. WILLIAMS. If the Senatol' will pardon the suggestion, paid at that time, and hence such notes are not considered 

there is another reason why the great public banks in Europe liquid-that is, certain of payment at the time of maturity
do not permit the directorate to be composed of bankers, and and therefore can not, under the provisions of the bill, be taken 
that is because they intrust those banks, all of them, with the by the Federal reserve bank~ 
power of issuing currency. The paper prescribed by the bill which is eligible for redis-

Mr. SHA.FROTH. Yes, sir. · count by the Federal reserve bank usually represents a ship-
.Mr. WILL.IAUS. In that connection it seems to me that one ment of wheat, C{}tton, or- merchandise by a dealer; it is a draft 

of the beauties of yom plan here, so L'll' as the ba'nking part drawn by the seller upon the purchaser, who may be a manufa.c
of the scheme is concerned, is that you give a majority to bank- turer, 01~ larger dealer. This is accepted by the purchaser iII 
ers who are shareholders in the venture, and then :vou give writing upon the draft, .. under a1·rangement with his b:rrnk, that / 
ultimately to the public board. the reserve board, the board of on presentation by the iSeller it will be paid immedintety. The 
control, which is_ the official body, control of the currency and of bill of lading can be attached and perhaps in many instances will 
the rate of interest. be attached. It is presmned that when the draft falls due the 

Mr. SHA.FROTH. Yes, sir. purchaser will have- converted his purchase into cash by resale 
Mr. WILLIA1'1S. So that it is a public body which makes the or by manufacture and thus have the money to pay the same. 

rate of discount 9r interest, controlling the fluctuations of gold It is stated that inasmuch as these drafts may be in the hands 
to the extent that it will do it, and it is this public body that af persons whom the accepto1~ does .not even know there is 
holds its hand upon the throttle so far as the issuance of· cur- never an effort to extend the same, but the purchaser. with the 
rency is concerned, while the private business of the bank for receipts· from resale, alw:rys is ready to pay at maturity. 
the benefit of the stockholders who are banks. is conducted by When the member bank desires ta get more money it guar
a directorate with a majority of bank-chosen people. Then you antees the payment of this gilt-edge ptiper and presents the same 
go further than that nnd m!'l k:e one of the directors tn each to the Federal reserve bank for rediscount. 
regional bank, who is the chairman of the boa.rd of directors of The Senator from Nebr aska says, further, as the fourth great 
the reg10nal bank, the man who takes care of the portfolio of reason why his system is better than tbe one recommended by 
commercial asset . and determines whether or not they are good. th.e section at the committee represented by the Senator from 

Mr. SHA.FROTH. Yes, ~ir. I will state to the Senator that Oklahoma [Mr. OwENJ, that there should be a corupnlsory dis
! intended to co1er that very suggestion in another part of my count. system, and that his bill contains it. In otller wori.ls,. 
speec11. there is a clause in the amendment offereJ by the Sena tor from 
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J:'ebra ka to the effect that when commercial papel' is presented 
it shall be recognized as a matter of right to the full amount of 
its capital stock. 

RIGH'.r OF .ArPEAL TO FEDER.AL RESEUYE BOARD. 

Tlle provision of the bill reported by Senator OWEN i to the 
effect that all of this is subject to the control of the Federal 
re erve board, and that if any discriminations are made the 
bank haYe a right to appeal and have a review of e"\"erything 
that is done there. It is impossible to foresee what conditions 
will arise in the operation of this }Jill. We do not know whether 
it will be a success at alL We do know that we passed the 
Aldrich-Vreeland bill four or five years ago, and expected that 
it would gi"ve relief; but not a single dollar of the currency 
authorized by that bill has been taken out of the Treasury. 
Something intervened to prevent its operation, just in the same 
\Yay that this bill will become inoperative if you say that the 
bankers shall not haYc control of the directorates of the Federal 
rese1Te bank '. 

So we find, as to the compulsory-discount feature, that there 
may be· many reasons why the banks should stop discounting 
in a certain district. There may be a condition that we can not 
foresee. Of course the object of the Senator from Nebraska is 
~ood. He is afraid there wm be discrimination against some 
person or some bank, and therefore that equal justice will not 
be administered. But we must consider the fact that in the 
administration of this bill many unlooked-for conditions may 
arise. It may be that we will have too much currency, and 
that it should be restricted, no matter who asks for it. It may 
be that the reserves will be depleted, and that the bank pre
fers to keep a little larger reserve than 33! per cent, and there
fore should make no more discount . Various conditions may 
arise. But it seems to me that to put upon the statute books 
an act which proYides that the paper pre ented by any member 
bank shall tie discounted might work a great hardship and mili
tate against the succeEsful operation of tile ystem. 

THE CHAN'CE OF LOSS OX XNW CGRRE~CY IS IXFIXITESDl.AL. 

Tlie chances of a. reputable dealer in merchandise faiJing 
within 90 days nre very remote. not being more than 1 in 1,000. 
~be chances of the purchaser who is a larger dealer or manufac
turer failing within the same 90 days are not more than 1 in 
1,000. The chances of both failing within that time therefore 
are not more than 1 in 1,000,000. If a bill of lading is at
tached to the draft, the chances of lo ~ in course of shipme11t 
without insurance are not more than 1 in 1,000. 

Thus the member bank is forti.fie<.l with. paper in which there 
i a chance of all three failing within the same DO days of not 
e,xceeding 1 in 1.000,000,000. The member bank before it can 
get any money from the Federal reserve bank must guarantee 
that paper, and there fs not 1 chance in 1,000 that the member 
bank will fail within the same 00 days, so that the paper, 
duly indorsed by the member bank. repre ent a security that 
will not fail more than 1 time out of 1,000,000,000,000. Thus the 
chance of loss by the Federal resene bank being limited to this 
kind of paper and requiring all the indor ements make· it as 
safe a transaction as it is possible to conceive. 

Federal reserve banks, therefore, will haYe no hesitancy in 
s'upplying the member banks with money when the demands are 
greater than in ordinary .times. Of course, in ordinary times 
the member bank will prefer to keep the paper and gain all of 
tpe interest thereon instead of rediscounting it at the Federal 
reserve bank and letting the latter make the interest, and that 
-v:ery motive will tend to regulate the di counting and payment 
of drnfts. 
· The remedy proposed in this measure as to our currency pro

-vides that in times of emergency, ·even if all of the reseryes, ' 
CAPital, and deposits of the Federal reserye bank have been 
loaned to the member banks, they can still procure new currency 
with which to prevent runs upon the member banks. The same 
character of paper must be presented to the agent of the Federal 
re··erve board by the Federal reserve bank, which, as I have 
s)lown before, is liable to a loss within DO days of only 1 chance 
in 1,000,000.000,000. 

The Federal reserve bank must tllen guarantee that paper to 
the Goyernment, and then the agent of the Federal reserve board 
deli\ers new curreucy to the Federal reserve bank, which, in 
turn, deliver it to the memberbank which presented the security. 

There is not 1 chance in 1000,000 thnt the Federal resene 
bank, witJ1 the enormous reserves and capital above mentioned, 
nll of which are subject to a first lien to the Federal resene 
board, will fnil within the sa.me 90 days; f?O, ta.king tlle 
case of a particular draft, by the time it i'eaches the agent of. 
the Federal reserrn board, with the liability of the maker, the 
acceptor, the biJl of lading attached, the member bank with its 
capital and double liability of its stockholders, and the Fecleral 
1~w ·errn bank with its ca1?ital_ a~c1 res~nes a~1d double llpbility 

of its stockhqlders-the member banks-the chance of loRs to 
the Go"\"ernmeµt for issuing the curreucy would not be more 
than 1 in 1,ooo,000,ooo,ooo,ooo,ooo. 

Such combination of coincident .failure by all of the signer 
and ipdorsers of this paper within the same 90 days would ue 
al.mo.st impossible, and thus the new currency, which must retire_ 
w1thm 90 days, becomes absolutely safe: 

Another objection made by the Senator from Nebra ka is to 
tlle clauses of our bill which provide tllnt tlle Federal reserve 
notes shall be redeemable at the resene banks in gold or lawful 
money, and as to the quantity of the gold reserve provided iu 
our bill. 

REDEMPTIO •• OF FEDER.l.L RE SEP.YE NOTES . 

. The bill under consideration," as it came from the Hou e, pro
vided that the Federal reserye notes issued should be redeemable 
at the United States Treasury in gold or lawful money or at the 
Federal reserve banks in gold or lawful money. The Aldrich 
bill, which was approYed by the bankers generally, provided for 
the redemption of the circulating notes of its central bank in golu 
or lawful money. The pending bill, as it passed the House, pro
vided that there should be a gold or lawful-money reserve to the 
extent of 33! per cent against the Federal reserve note . and 
that the Federal reserve banks should maintain as a redemption 
fund at the United States Treasury 5 per cent of such notes in 
gold or lawful money, and the balance they should keep in their 
own vaults. The present national-bank notes are redeemable 
only in lawful money. 

The bill as amended by Senator OWEN strikes out the words 
"lawful money" when the notes are presented for redemption 
at the Treasury, strikes out the 5 per cent clause as to the 
amount of gold or lawful money the bank shall keep in the re
demption fund at the Treasury, and provides that they shall 
keep such an amount of gold in the redemption fund nt the 
Treasury as the Federal reserve board may from time to time 
direct, and leaves the redemptions at Federal reserve banks as 
passed by the House, namely, in gold or lawful money. The 
Hitchcock bill provides for the redemption of the Federal rc
serye notes both at the Treasury and at the Federal reserve 
bank in gold alone. 

The object of striking out tlle 5 per cent clause was because a 
similar provision is contained in the statutes of the United 
States with respect to the redemption of the national-bank notes 
in lawful money, and it has been found to be not quite adequate 
to meet the redemptions that are presented. 

While I do no believe that the Federal reserve notes will be 
presented at the Treasury in any such number as the national
bank notes have been for redemption in lawful money, yet, in 
order to avoid the possibility that 5 per cent may not be ade
quate, it was deemed proper to let the Federal reserve boar 
call for gold from the Federal reserrn banks in any quantity 
tllat may be required. 

Senator HITCHCOCK'S amendment to the bill provides that no 
le s than 35 per cent of gold shall be kept as a reserve and 
that the amount ordinarily to be kept shall be 45 per cent, with 
a permit to let the reserve be depleted to 35 per cent upon 
there being paid an interest charge of 1 per cent on each ·2'! per 
cent exhaustion of the gold reserve. In other words, under nor
mal conditions the reserve required under the Hitchcock ~mend
ment will be 45 per cent in gold, and the amount requued a -
cording to the House bill and the Owen amendment will be 33! 
per cent. 

In . most of the issue banks of Europe there is no minimum 
reserve required. The Bank of France, while it u ually holds a 
very large re ene in gold, has no minimum fixed by ltnv. The 
Reichsbank. of Germany pre cribe that a resene of 33! per 
cent shall be maintained in golc1. The Bank of Belgium main
tains a gold resene of 19 per cent. 

STRAIN O~ GOLD. 

The result of requiring the maintenance of a very large gold 
reserve will be to produce increased demands for gold; and 
as gold is the international money. of .the world, any increa c 
by one nation necessarily makes the truggle for gold which is 
now going on a little more severe. · · 

The flow of gold to or from a country is regulated by the 
banks of issue of the Yarious countries rai ing or lowering the 
rate of' discount. In order to attract gold the bank of i sue of 
a European country will raise the rate of discount; that i ~. 
raise the rate of interest which the banks charge. That tempts 
money from other countries to make investments at the · higher 
rate ·of interest, and therefore brings the money with which to 
pay for. such 'securities; and as international balances must be 
paid in gold, the transaction therefore brings gold to the coun-
try that raises tlle rate of discount. . · 

The other nations tllat ha\e lost golu by tllnt proce s mu t, 
in order to get it bnck, raise their rnte of ·aiscolint ·a little 

... . '!- • 
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higher. 'J'llus this seesaw in raising the interest rates with the 
object of attracting goJd continues until interest rates become 
very high. This competition arid raising the rate of discount 
among the various nations· of the world to get more gold is 
counteracted onJy when enterprises that are contemplated are 
confronted with a .rate of interest too high to make such enter
prises profitable, and thus a less demand sets in for money, 
which, acwrding to the principle of supply and demand, effects 
tbe lowering of the rate of interest. 

HIGH DISCOUNT RATE PROD"GCES STAG~ATIO~. 

When the rate of discount gets high throughout the TI"Orld it 
generally produces stagnation in business, commerce, and en
terprise. ConsequentJy, the least strain upon gold that can 
s_afeJy be made and yet maintain the gold standard comes near
est permitting business and enterprises to continue in a pros
perous way. 
. It is said that at the present time there is less gold in cir

culation in proportion to the credits outstanding than ever ex
isted at any other period in the history of the world. That 
means that there is more of a strain upon gold for resene and 
redemption purposes in prop.ortion to the business conducted 
than at any other time in the world's hii;;tory. In the general 
policy, therefore, of relieving the strain on gold there is a tend
ency to let commerce thrive, whi.le requiring large reseryes 
increases the strain on gold and thereby makes a depressing 
effect on business and commerce. 

At the end of the first six months of the present year the 
aggregate gold reserves of all the principal banks and treasuries 
of the world amounted to $4,693,104,000. 

At the end of the first six months of the year 1911 the gold 
holdings of the various institutions were $466. 67 000 less than 
in 1913. Notwithstanding this increase within the last two 

, years in the gold holdings of the treasuries and banks of the 
gold-standard nations, the great banks of issue assert that they 
have not gold enough and vie with each other in raising'. their 
discount rates, so that they may jealously protect their holdings. 

This struggle for gold among the nations of the earth in the 
last 15 years has produced great increases in the rates of 
interest. 

At the close of the nineteenth century the discount rate of . 
the Bank of England remained normally in the· vicinity of 2 
to 2! per cent per annum, but has since been gradually climbing 
to 4 per cent, which it reached in 1912; and recently the rate 
has gone still higher to 4! per cent, and later still to 5 per cent 
per annum. 

According to Mr. Paul Leroy-Beaulieu, an eminent French 
economist, the following advances in the rates of discount 
charged by the banks of issue of various countries have been 
made from June 30, 1911, to June 30, 1913 : 

1911 1913 

Bank of France .................................................. . 

~~~~~E::~n~h3eigium~·.-:::: ::::: :: : ::: : ::: : : :: ::::: ::: : :: : ::: 
National Bank of Switzerland ....................•........••...... 

t~~:~::~a::_:_:_::::::::::::::::::::::::::::::::::::: 
~:~:~~=~i~~:ilii~~::::::::::::::::::::::::::::::::::::::::: 
Russian State Bank ....................••....•..•................. 
Bank of Issue of Italy .....•.......................•............... 
Bank of Japan ...... ············~································· 

Per ct. 
3 
3 
3~ 
3l 
4 
4 
41 
41 
4l 
4l 
5 
4. 74 

Per ct. 
4 
41 
5 
5 
6 
6 
5 
5l 
41 
6 
5! 
6.54 

In the Banking Law Journal, of New York, for September, 
1913, there is stated the following important information: 

Europe needs gold and buys it at a premium. Imports of gold to 
Europe are necessary to recoup the waste of capital from the Balkan 
wars and the devastation of the agricultural countries which furnish 
so much food to continental countries. Egyptian reserves have been 
depleted by demands for capital in the Far East and mnst have more 
aold. India, favored by great . balances of trade, bas within two years 
purchased over $250,000,000 of gold, besides silver, and as much more 
within the next two years will have to go into the "sink hole" of 
precious metals. . . · 

The Washington Post of November 16, 1913, contained a very 
able editorial, in which the following language was used: 

'.l'he facts are that for nearly two years now every country in Europe 
has been in financial straits, and if European banking systems have 
withstood financial strain, they have not been sufficient in any way to 
meet the demf!.nds of Europe. of Africa, of Asia, or of the .Americas 
for funds t~ carry out p1·ofitable and legitimate business enterprises. 

G1·eat Britain to-day confesses its inability ·to finance India with 
gold. ll'rance places estoppel upon an foreign loans until its own gov· 
ernmental need are financed. 

Germany was only saved fTom bankruptcy 18 months ago tbJ:ough the 
gold furnished by American bankers. · · · · - · 

Where are tJ:ie funds n~cPs ary to. cnn:y on the increasing business of 
the world commg from when these highly landed systems of European 

finance fail · to· provide tlll!m for their own continent or the needs or 
others? . ~ 

1.'he alJ1est railway manager in the world bas told the people of the 
United States repeatedly during the last two years that our railways 
require 5,000,000.000 for proper developn1ent. 

No one doubts the correctn~ s of that statement. 
Every business man in the United States wishe · that development to 

proceed. 
The most active and powerful of New York financial managers has 

told the Congress, the bankers, and the people of this country that the 
electrical development of. the United States will during the next fHV 
years call ~or the expend1tur~ of $2.000,000.000. 

~ The populace and the business interests of the country l'.!amestly 
app_!.·ove o~ this development at the earliest Jlossible time. 

In an editorial of the Washington Post of November 10, 1013, 
the following information is given: 
- It was not our tariff legislation which caused the Bank of En°fand 

to hoist its bank rate of discount to extremely high figures for the" t1ast 
year to keep its gold at home. . 

It was not our antitrust talk t.hat forced the German banks tc issue 
millions of d<?llars' worth of notes of small denominations that they 
might gather m and retain gold to strengthen their reserves of primary 
money. 
Sou~d as a.re our .own financial conditions, the insufficiency of gold, 

tI;ie pnmars; money, ,ls to-day a veto upon the ability of the bankers to 
aid the busmess men; it is a ban. upon enterprise in every form· it is 
a ba_r _to gene:al prosperity, a fearful handicap upon safe financ'e and 
legitimate busmess. · 

It can be readily 'seen from these extracts that the higher 
the gold reserves are fixed the greater the strain upon gold will 
become, and thaf the way to retain gold will be by increasing 
the rate of discount. This may be very satisfactory to the 
bankers, because they reap more profits when they lend out 
their money at a higher rate of interest, but it is not to the 
intere~t of the people who are compelled to pay the higher rate 
of interest fixed by banks of issue under the claim that they 
are trying to get more gold. 

" LA WFU_L MONEY " REDEMPTIO~ RELIEVES STRAIN ON GOLD. 

In this bill we have retained the House provision that the 
Federal r~sene notes may be redeemed by the bank in either 
gold ~r lawful money. It takes the strain off gold at the eight 
reserve banks and does not impair the redemption feature of the 
note· in gold, because it in·ovides that the Federal reserve note 
may be redeemeq at the Treasury in gold. In other words 
it obviates the necessity of each of these reserve banks com: 
peting with each other ap.d with the United States Treasury 
for gold and thereby permits a smaller quantity of gold to make 
the redemptions, which, of course, relieves the strain on gold 
to that extent. • · · · · 

l\fr. TH01\1AS. I think it is pertinent to the discussion of 
the Senator to state here that the drain upon the world's supply 
of gold which India has been constantly making for some 10 
y~ars p~st has ca~sed the Parliament to provide for the ap
pointment of an Indian currency commission charged with the 
quty of ascertaining its definite causes, and whether the Govern
ment can safely persist in its effort to force a gold standard 
upon India. · The attempt is ·about 12 years old now and its 
principal result has been to educate the East India~ bl the 
hoarding of gold instead of silver, since he is no longer able to 
take his hoarded silver to the mint and exchange it for rupees 
at the rupee legal value. Eighty-eight million pounds sterlin~ 
in go1d have been diverted from the channels of internationa't 
trade into India during the last three years, equivalent, of 
course, to $440,000,000 of our currency. 

That gold is no longer available, nor is any part of it for 
monetary needs, and the total of withdra".~als, I think amount8 
to £175,000.000 c;turing the last 10 years. It is no longer avail
able for the uses of commerce, because gold which goes to 
India, like silver which formerly went to India, absolutely 
disappears anq is hoarded by the natives in various way . 
Some of it is hidden away as coins, but most . of it is melted 
and is changed into articles of personal adornment. But the 
Startling fact is that it disappears as completely as though it 
were sunk in the middle of the sea, and the drain is constantly 
fa.creasing. · · 
. This presents to my mind one of the most serious menaces to 

international trade and to international currency con.ditions 
that at present exists. It is one reason, which I will endeavor 
to elaboi-ate before this . discussion ends, why I believe it is 
dangerous for any nation to pivot all its currency and credit 
conditions upon a single metal. 

Mr. BRISTOW. l\fr. President--
The PRESIDING OFFICER. Does the Senator from Colo

rado yield to the Senator from Kansas? 
Mr. SHAFROTH. Yes, sir; I yield . . 
l\fr. BRISTOW . . Does not the Hitchcock amendment provide 

th~t the reserves shall be in gold or gold certificates, and have 
we riot , $1,100,000,000 of gold certificates in addition to the free 
gold? . . . . . 
. l\fr . . SHAFROTH. Oh, yes; and. the very fact that the na
tlonal-b'ank notes are sent down here to Washington by express, 
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$600.000,000 each year , or at the rate oi $2,000,000 every day. p th diti th 
running ':he risk of train wreck, fire, and robbery that might . . are. e c~m ons in . ~s cou_ntry- and the necessity for a gold 
occur-, hows that-- r~s~rve- with the condrtions in Europe is somethina that is 

ridiculous. All European nations are- upon a war fo-0ting. 
1\lr. BRISTOW. I understand; but that has nothing what- Every one of th<=:m has ~o grab gold and keep it. We bein<>' 

ever to do with it. upon a peace footing, haV1ng no enemies and having no fea1·s ot 
Ur. SHAFROTH. It sho'ws that there are not enough of war h · ht t 

these gold certificates to act as. reserves for the banks. That is will'~~ b:~~eaat.'1g 0 presume that the strain upon our gold 
what it means. It means that they are short of currency which I now yield to my colleague. 
will answer that purpose. Mr .. THOMAS. Mr. Preffident, I am heartily in favor of that 

1\lr. BRISTOW. Does not the Senator know that the reason provision of the House bill which makes this money redeemable 
why the national banks send the national-bank notes for re-- ln lawful money, but there is one feature of the Owen bill about 
demption is because they can not be used as reserves? which I should like some information. My understandina of it 

Afr. SHAFROTH. Certainly; and when gold is reserve money, is that it provides that these notes shall be redeemed ~t the 
aiid gold certificates are reserve money, and greenbacks are re-- United States Treasary in gold, but if presented to the Federal 
serve money, of course it shows that still there is a shortage in reserve banks· they shall be redeemed either in gold or lawful 
that or else this redemption would not take place to the extent money. What I want to inquire is, if it wilI not cau e the 
of over $600.000,()()0 a year. holder of the note who wants redemption in gold to "O to the 

Mr. BRlSTOW. I can not see the line of reasoning which the Treasury instead of going to the bank, which has th:' alterna
Senator presents, for it is not because. of a shortage in gold that tive of redeeming in the two- classes of money, and whether it 
these certificates are sent, but it is because the law does. not will not, as a consequence, create a demand upon the go-lcl Jn. the 
pe1·mit them to be used as reserves. Federal Treasury. 

SHORTAGE OF RESERVE MONEY FORCES BA~-NOT1'J REDEMPTION. 
Mr. SHAFROTH. But if there was a sufficient quantity of WILL BE NO CONSPIRACY TO WITHDRAW Gow. 

gold certificates and a sufficient quantity of those other moneyS: Mr. SHAFROTH. I will answer that, 1\Ir. President. We 
that are used for reserves~ they would pay out this bank cur- provide in our bill that the Federal reserve banks shall keep a 
rency just as they would in ordinary transactions, and they fund in gold in the· TreasUJ'Y of the United States, and conse
~ould riot ask redemption for it. It is bec::\_use of the shortage quently there ·wm be no conspiracy, upon their part at least, to 
m that money-that is, the reserve money-that the national- draw gold out of the Treasury of the United States. This fund 
ban~ notes come to Washington for reserve money. When you of 331 pe1· cent is to be kept in their own vaults and in the 
cite to me that there is a quantity of gold represented by cer- · vaults of the Treasury of' tbe United States. All the Federal 
tificates, I say, yes; but where is it? I saw a statement the reserve notes redeemed at the Treasury are from the gold fund 
other day that there are 114,000.000 of American gold certificates furnished and maintained by the: Federal reserve banks that ,, 
in Canada. I have been told that there are many millions of our procured the issuance of the Federal reserve notes. 
go~ d: certificates scatte.red ·all over Em·ope, acting as warehouse The House bill as it eame to us: provided that the Federal 
re.ceipts. which shows they have confidence that gold Will be at reserve banks should create· and maintain a gold redemption 
their demand whenever they want it. How much there is· one fund in the Treasury of 5 per cent of notes issued. By law 
can not tell. We can not tell how. much of the $346,000,000 of at the .present time the national banks maintain at the Treas
United States notes there ar~ because we know that the retire- ury for the redemption of their notes a 5 per cent fund in lawful 
ment of them was stopped in 1878, and there were $346~000.000 money. By reason of the redemption of these national-bank 
then. There bas been no way of determining how many of those notes in such large numbers, as I have said, it has been found 
notes have been burned or· destroyed or taken out o:f the that 5 per cent is inadequate. I believe 5 per cent w<>uld be 
country sufficient as to these notes; but for fear that it would not be 

Mr. BRISTOW. May I ask the Senator, is it not because the sufficient we have pro.vided that they should deposit with th& 
national-b.ank note is an inferior note that it is sent for redemp. United States Treasury for this redemption fund such an 
tion, the banks retaining that which is the best? . amount as the Federal reserve board should determine. That,. 

Mr. SHAFROTH. No; except that it can · not be used as · of course, may be 5, 6, 10, or even 20 per cent if it is necessary. 
reserve money. So the United States Treasury is. amply protected by this 

Mr. BRISTOW. Because it can not be used as a reserve, proposition. 
and it is not as u efu1 as n gold certificate and a greenback. As to the good policy of requiring redemption of Federal 

l\fr. SHAFROTH. Certainly; that is true. of· course they reserve notes at the Federal reserve: banks in gold or lawful 
are kept at a par with gold, and nobody has ever attempted money, there is no better illusttation than our. present system 
to force one to a discount. of suppo1·ting our currency upon a gold reserve of $150,000.000. 

l\Ir. BRISTOW. Certainly. It is kept at par because of the That quantity of gold has been found amply sufficient to main
credit of the United States Government,_ the· United. States bonds,. tain all redemptions of the United States notes amounting to 
behind it, and the pledge of the Government to redeem it in $346,000,000 and indirectly to maintain the redemptions of 
gold. national-bank notes amounting to $758.000,000'. The fact that 

l\fr. SHA.FROTH. The 331 per cent which the Owen section the national-bank notes are not redeemable at the national 
of the committee has recommended to be held as a gold reserve banks in gold, but are redeemable at the banks in lawful money, 
for the · redemption of these notes at the Treasury is ami>lY relieves the strain on gold, and yet every holder of a national:
sufficient to make it a perfect curreney. Did yon ever notice bank note can get bis gold after obtaining for his national-bank 
that whenever it came to providing for the issuance of bank note the United State;:; note; and thus this $150,000,000. of gold 
bills the bankers never ask to make their notes redeerruible in supports a superstructure of $346.000,.000 of United States notes 
gold? Did yon ever he:i r a banker suggest that national-bank redeemable in gold and the $158,00Q,OOQ of national-bank notes 
notes should be made payable in gold at the bank counter? redeemable in the United .States notes. · 
Ob, no. • Under this· system there has never been a deviation of a frac-

W e find that the Aldrich bilL which was p1·esented and which tion of a cent between the national-bank notes and gold since 
met the approval of all the bankers of this country as repre-- the establishment of the- gold reserve on March 14, 1900. It is 
sented in their comentions, e..'rpressly provided that the re-- therefore of the highest importance that the provisions of the 
demption should be made in gold or lawful money, at the option House- bill as to redemption of Federal reserve note at the 
of the bank Here in the compromise that has been made with Treasury be made in gold:, but at the Federal reserve bank in 
relation to this matter by the Owen side of the committee we gold or lawful money. 
have pro>ided that these notes shall be redeemable in gold at Mr. WILLIAMS. Mr. Preffident--
the Trea. ury, or in gold or lawful money at the Federal re- The PRESIDING OFFICER. Does the Senator from Colo-
sen-e bank. I want to state why. It is because it saves the rado yield to the Senator from Mississippi? 
strain upon the gold. That is the reason. It you ha-Ye it Mr. SHAFROTH. I do. 
redeemable in gold at every one of the Federal reserve banks, Mr. WILLIAMS~ I wish to ask the Senator if he. doe not 
you simply establish eight competing points for gold, all bid- think if this 33! per cent was required to be held in gold-anct 
dfog ·against the Government for the purpose of getting gold that would have to be the case if the banks we.re required to 
into their vaults. redeem in gold-the practical modus operandi would be that tlle 

Mr. THO~IAS. Ur. President-- banks would at once, in (lrder to procure their 33! per cent o:t 
Mr. SHAFROTH. I will yield in a moment. · gold reserve, proceed to tender greenbacks at the Treasury o-f-
We find that the e gold re erves p1·oposed may be more than the United States and get it out of a fund which we are ·now 

33! per cent. That is the minimum, and the Chances are that holding to protect the greenbacks? 
when there is an easy market in gold.it.may accumulate and go Mr. SHAFROTH. Yes; they might do that, anu thereby Llc-
much higher, just as it does in. European banks. But to com- plete the gold reserve of our Treasm--y. 
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It can IJe readily seen from this iilustration that 33! per 

cent in gold is amply sufficient to maintain at a parity with 
gold all the Federal reserve notes presented at the Treasury 
for redemption in gold or at the Federal reserve IJanks for re
demption in gold or lawful money. The provision in Senator 
HITCHCOCK'S amendment requiring 45 per cent in gold would 
simrily make that much greater strain on gold than is necessary 
and requiring redemption in gold at Federal reserve banks 
would cause those banks to maintain a higher gold reserve 
than the law requires, just as banks now maintain higher 
r e::;e1Tes to meet checks on deposit than required by law. 

The bankers with their limited strength are continually" plead
ing for a law which requires small~r reserves for themsel•es. 
They have urged and obtained in this bill a reduction of re
ser>es for country banks from 15 per cent to 12 per cent and 
for reser-ve city banks from 25 per cent to 18 per cent, and the 
Hitchcock amendment reduces the latter to 15 per cent. 

ADVA".'ITAGEOUS TO NATIONAL B.L"'\KS. 

Many of the bankers who appeared before the Senate Commit
tee on Banking tmd Currency felt that the bill was not suffi
ciently favorable to the national banks to justify their going 
into the system. An examination of the provisions of the bill 
''\:ill dispel any such contention to the mind of a disinterested 
person. It is distinctly to the advantage of every national bank 
to go into the system. The Jaw now provides that each country 
national bank of which there are 7,142 in existence, must keep 
in its own vau'Its and in banks of a reserve city 15 per cent of its 
deposits. The present bill reduces that percentage to 12 per 
cent, which gives a great advantage to the country bank: 

At the present time a country bank with $100,000 capital and 
surplus ordinarily bas, say, $1,000,000 of deposits. Under the 

· pre ent law it must keep as reserves in its own vaults and in 
other banks in rese1Te cities $150,000. Under the proposed 
mensure it would ha-rn to keep in its O'Wn vaults and in the 
yaults of the Federal reserrn bank only $120,000. That would 
be a distinct saving in cash of $30,000. As it is conceded that 
with capital, credits can be built up to the extent of eight or ten 
times, the country J:>ank could thereby build up credits upon 
thi s $30,000 of cash to the amount of $240,000, all of which 
could be loaned at G per cent, and thus the country bank 
TI'Ould be benefited to the extent of $14,400 per annum, while 
its cost of going into this system would be only G per cent of its 
capital and surplus, which would amount to only $G,OOO, upon 
which it will draw a. dividend of 6 per cent per annum, which 
is no loss. It would lose the 2 per cent per annum that it now 

- receives from banks in reserve cities, where, according to the 
present law, is held 9 per cent of its deposits, which would be 
$90,000, 2 per cent of that amount being $1,800 per year. Thus 
the country bank would be better off by coming into the system 
by $12,GOO a year. Similar ad-vantages exist in fayor of the 
reserve city banks. 

It is difficult to conceive that a bank which is gi-ven such priYi
leges by this bill, together with the privilege in times of runs to 
seek shelter under the power of these great reserves, should 
hesitate one moment in subscribing to the capital stock of the 
Federal reserve bank. 

The only banks that will lose deposits by this bill are those 
of New York City, where the resen·es of nearly all of the banks 
in the United States are concentrnted and used in gambling 
upon the stock exchanges. These reser•es belong to the banks 
throughout the country and do not belong to the New York 
banks, and they can not justly complain when these reseryes 
are kept at home instead of being concentrated there. 

There is a great difference between the amendment proposed 
by the Senator from Nebrnska and that proposed by the Senator 
from Oklahoma relative to the retirement of the national bank 
notes. The Senator from Nebraska proposes to retire the 2 per 
cent bonds to an extent not exceeding one-half of the cnpital 
stock of the reserve banks each year. Of course that would 
make a retirement of a •ery large amount each year. He pro
poses to issue in place of the bonds securing such circulation 3 
per cent bonds; but he does not provide for any permanent 
money to take the place of the national-bank notes, and con e
quently the plan in•olves simply a contraction of the currency 
to that extent. 

EFFECT OF RETIBIXG U XTTED STATES --OTES. 

Some of the Senators here remember the great agitation that 
occurred when it was discornred in the 'W's that power had 
been gh-en to the Secretary of the Treasury to retire United 
States notes, and that OYer $100,000,000 of such notes had been 
retired. Congress in 1878, at the almost unanimous demand of 
tbe people, took away this power from the Secretary of the 
Treasury. Yon may talk about expansion, but when it comes. to 

contracting the currency you are going to produce disturbances 
that will shake to the v~ry foundation this Government. Con
sequently, I think one of the great defects of the bill reporteu 
by the Senator from Nebraska lies in the provision which pro
poses a retirement of this currency without the substitution of 
a permanent circulating medium. His theory is that there will 
be such a demand for this currency based on 90-day paper that 
sufficient will be issued and remain as a substitute for the re
tired national-bank notes. Several of the witnesses before the 
Committee on Banking and Currency testified that they did not 
belie\e there would be enough of the commercial paper that is 
required to make a demand for money sufficient to take the 
place of the national-bank notes. So the Owen section of the 
coill.ll)ittee made a change, and provided that there shall be 
issued in lieu of the national-bank notes, which shall be retired 
at the rate of $3,000,000 a month, Federal reserrn notes, based 
upon the same bonds now securing national-bank circulation, or 
based upon substitute bonds, with the backing of the Federal 
reserve banks instead of the backing of the individual banks, 
as now-a better security, a safer security, and one of a perma
nent nature. The substitute bonds bear 3 per cent interest, but 
the interest goes to the Federal reserye banks. A currency 
based upon 90-day paper is supposed to be issued only in emer
gencies to supply a temporary demand for more money to meet 
the necessities in crop-moving seasons and in times of panic. 

Some people think that there will be great difficulty in the 
Federal reser•e banks getting gold. They seem to think that it 
is necessary to sell bonds for the riurpose of obtaining gold to 
redeem the currency. The gold-reuernption fund is furnished 
by the member banks; it only has to be maintained by the Fed
eral reserve banks. It takes an insignificant amount of money 
to procure gold for redemption purposes. All a Federal reserve 
bank woul<l haye to do would be to take its receipts of the day 
before and buy an equal amount of gold. It can get gold for 
one-tenth of 1 per cent, and out of their general fund or their 
profits they can add one-tenth of 1 per cent, and that }Jays for 
the gold. One thousand dollars used in that manner would get 
gold enough to redeem a million dollars of Federal reserve 
notes, becau e the gold is not consumed; it is exchanged. 

If after they bought the gold it was consumea, of course it 
would take a million dollars of money or a million dollars of 
notes or a million dollars of bonds to buy the million dollars of 
gold bullion or gold coin. You can readily see that it only takes 
a thousand dollars added to the receipts of the day before, if 
the receipts were a million dollars, to buy a million dollars in 
gold and put it in the reserve in place of the paper money iu 
the reserve which was used the day before in drawing gold 
from the reserve. So this necessity of issuing one-year paper or 
issuing bonds for the purchase of gold is not real. The GoY
ernment buys gold bullion to an enormous ~xtent every year 
at its mints, paying therefor $20.67 per ounce. The idea of 
the necessity for bond issues to buy gold came to us from the 
Cleveland administration bond issues. But what became of the 
money from those bonds? It went to pay the general expenses 
of the Government and was consumed. Of course you have to 
issue bonds to the extent of $100,000,000 to get $100,000,000 in 
gold when you are going to use it for expenditure purposes; 
but when you are going to keep it simply for the purpose of 
redemption, I repeat, all you haye to pay is the little premium 
which the European banks now pay-simply one-tenth of 1 per 
cent added to the paper money you already have with which 
to buy gold. That is all it costs to keep a reserve. The theory 
of providing bonds instead of the $758,000,000 of nationaF-bank 
notes to buy gold and to keep that gold is an absolute absurdity 
to any person who understands the system of buying gold in 
the market. 

This measure will make panics unknown, unless it be a world 
panic, and even then it will mitiga te and reliern the severity 
of the disturbance to a marked degree and will saye from dis
aster every bank except the insolvent banks of the country. 

With rigid inspections, as provided in this bill, there will be 
no such thing as the closing of the doors of a solvent bank, and 
thus a degree of prosperity will be established and maintained 
in our country that will bring peace, security, and happiness to 
our people. 

EXECUTIYE SESSION. 

Ur. BACON. If there is no Senator who desires to speak 
on this subject, I move that the Senate proceed to the considera
tion of executiYe business. 

·The motion was agreed to, and the Senate proceeded to the 
consideration of execntiye business. After 1 hour and 30 min
utes spent in cxecutiYe session the door were reopened, and 
(at u o'clock and 50 minutes p. m.) the Senate adjourned until 
to-morro\v, w -ednesday, ~0\('illber 26, 1Dl3, at 2 o'clock p. ru. 
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NO:\IINATIONS. 
Exccutii;e nominations received by the Senate November 25, 1913. 

SECRETARIES OF EMBASSIES. 

Arthur Hugh Frazier, of Pennsylvania, now second secretary 
of the embas~y at Vi_enna, to be second secretary of the embassy 
of the United States of America at Paris, France, vice Sheldon 
Whitehou e, nominated to be secretary of the legation at 
Managua. 

Thomas Hinckley, of the District of Columbia, now secretary 
of tbe legation and consul .general at San Salvador, to be second 
secretary of the embassy of the United States of America at 
Vienna, Austria, vice Arthur Hugh Frazier, nominated to be 
second secretary of the embas!':y at Paris. 

Arthur l\Iason Jones, of New York, now secretary of the lega
tion at Managua, to be second secretary of the embassy of the 
United States of America at St. Petersburg, Russia, vice Fred
erick A. Sterling, nomillilted to be s~cond secretary of the lega
tion at Peking. 

SECRET.A.RY OF LEGA.TIO:'i AND Co:-iSUL GENER.AL. 
Henry F. Tennant, of New York, now secretary of the legation 

at Ca racas, to be secretary of the legation and consul general of 
the United Sta tes of America at Sun Salvador, Salvador, vice 
Thoms Hinckley, nominated to be second secretary of the em
bassy at Vienna. 

SECRETARIES OF LEGATIONS. 

William Whiting Andrew~. of Ohio, now secretary of the lega
tion at Li bon, to be secretary of the legation of the United 

-States of America at Berne, Switzerland, vice William Walker 
Smith, appointed seCI·etary of the legation and consul general at 
Santo .. Domingo. 

J ames G. Bailey, of Kentucky, now ecretary of the legation 
to the Netherlands and Luxembmg, to be secretary of the lega
tion of the United Sta tes of America at Lisbon, Portugal, vice 
William Whiting Andrews, nominated to be secretary of the 
legation at Berne. 

Francis l\Iunroe Endicott, of Massachusetts, now secretary of 
the legation at Christiania, to be secretary of the legation of 
the United States of America at San Jose, Costa Rica, vice 
M. 1\Ia rshall Langhorne. nominated to be secretary of the lega
tion to the Netherlands and Luxemburg. 

Franklin 1\Iott Gunther, of Virginia, now second secretary of 
the embassy at Rio de J aneiro, to be secretary of the legation 
of the United Stntes of America at Christiania, Norway, vice 
Fra nci s Munroe Endicott, nominated to be secretary of the lega
tion at Snn Jo e. 

M. l\Ia rshall Langhorne, of Virginia, now secretary of the 
lega tion at San Jo e. to be secreta ry of the legation of the 
United States of America to the Netherlands and Luxemburg, 
vice Jnmes G. Bailey, nominated to be secretary of the legation 
at Lisbon. 

Willing Spencer, of Pennsylvania, now second secretary of the 
embas y at Berlin, to be secretary of the legation of the United 
States of America at Caracas, Venezuela, vice Henry F. Ten
nant, nominated to be secretary of the legation and consul gen-

. ernl at San Salvador. 
Sheldon Whitehouse, of New York, now second secretary of 

the embassy at Paris, to be secretary of the legation of the 
United States of America at :Managua, Nicaragua, vice Arthur 
Mason Jones, nominated to be second secretary of the embassy at 
St. Peter burg. 

Henry Coleman May. of the District of Columbia, lately secre
tary of the legation at Stockholm, to be second secretaxy of the 
embn sy of the United States of America at Tokyo, Japan, vice 
Ralph B. Strassburger. · 

Frederick A. Sterling, of Texas, now second secretary of the 
embns y at St. Petersburg, to be second secretary of the lega
tion of the United States of America at Peking, China, vice 
George T. Summerlin, nominated to be second secretary of the 
emba sy at Berlin. 

George T. Summerlin, of Louisiana, now second secretary of 
the legation at Peking, to be second secretary of the embassy 
of the United States of America at ~erlin, Germany, vice 
Willing Spencer, nominated to be secretary of the legation at 
Caracas. 

PBO.llOTIO~S AND .APPOINTMENTS IN THE NAVY. 

Commander Mark L. Bristol .to be a captain in the Navy from 
the 1st day of July, 1913. 

Lieut. Cornman 'l.er Roscoe C. Bulmer to be a commander in 
the Navy from the 1st day of July, 1913 .. 

Lieut. Roger Williams to be a lieutenant commander in the 
Navy from the 1st day of July, 1913. 

Lieut. (Junior Grade) Guy E, Baker to be a lieutenant in the 
Navy from the 1st day of July, 1913. 

The following-named citizens to be assistant surgeons in the 
Medical Reserve Corps of the Navy from the 14th day of 
November, 1913 : 

Hubley R. Owen, a citizen of Pennsylvania; and 
Foster H. Bowman, a citizen of Pennsylvania. 

CONFffiMATION. 
ExecutitJc nomination confirmed by the Senate N Otiem1Je-r 25, 

19!3. 
UNITED STATES MARSHAL. 

Edga1· H. James to be United States marshal, western district 
of Kentucky. 

SENATE. 
WEDNESDAY, November ~6, 1913. 

The Senate met at 2 o'clock p. m. 
The Rev. Arthur Little, D. D., of Boston, Mass., offered the 

following prayer: 
Our heavenly Father, we acknowledge Thee as the source of 

all life, of all light, of all power. Into Thy presence we come 
that we may be vitalized, illumined, and empowered for Thy 
se;. vice. We thank Thee for all the ways of goodness and loving
kindness along which '.rhou art leading us from day to day. 
We supplicate Thy presence and Thy blessing upon these Thy 
servants, summoned of God and the people to this tremendous 
task of legislation for a great Nation. Give them guidance 
and wisdom and insight and foresight and all needed help, that 
they may enact such laws as shall be for the well-being of the 
Republic and for the honor of Thy name. 

:Make us grateful for all the mercies that enrich our lives. 
Help us to share with the people of the Nation on the morrow 
in returning hearty and sincere thanks and acknowledgments 
to Almighty God for the goodness with which He has crowned 
the year. Peace, plenty, and prospe1ity abound, thanks to His 
bountiful hand. 

Command Thy blessing upon the President of the United 
States and all hls advi ers. Endow him and those sharing his 
counsels with wisdom from on high to guide them in all thefr 
deliberations. All hearts unite in offering this prayer: "The 
Lord bless and keep us. The Lord make His face to shine upon 
us and be gracious unto us. The Lord lift up His countenance 
upon us and give us peace." Amen. 

NAMING A PRESIDING OFFICER. 

The Secretary (James M. Baker) read the following com
munication: 

PRESIDENT PRO TEMPORE UNITED STATES SE~ATE, 

To the Senate: Washington, November 26, 1913. 

Being temporarily absent from the Senate, I appoint Hon. JOH~ 
RANDOLPH THORNTON, a Senator from the State of Louisiana, to per
form the duties of the Chair during my absence. 

JAlIES P. CLARKE, 
President pr o tempore. 

Mr. THORNTON thereupon took the chair as Presiding Officer 
and directed that the Secretary read the Journal of the pro
ceedings of the last legislative day. 

THE JOURNAL. 

The Journal of yesterday's proceedings was read and approved. 
SAN FRANCISCO WATER SUPPLY. 

Mr. GALLINGER. Mr. President. I have a lengthy telegram 
from the Modesto Water Users' Association, of Modesto, Cal., 
of which I presume every Senator has had a copy, protesting 
a~ainst the passage of the so-called Retch Hetchy bill. I have 
also an earnest letter from the Right Rev. Bishop W. W. Niles, 
of Concord, N. H., on the same subject, entering a protest. 

I will not ask that these papers be printed in the RECORD, con
tenting myself with the stat~ment I have made concerning them. 

PETITIONS .A.ND MEMORIALS. 

Mr. WEEKS presented resolutions adopted by the Central 
Labor Union of Fitchburg, Mass., favoring an investigation into 
the mining conditions in the copper district in the State of 
Michigan, which were referred to the Committee on Education 
and Labor. 
. He also presented petitions of the congregation of the Asbury 
First Methodist Episcopal Church, of Springfield; of the con
gregation of the Highlands Methodist Epi copal Church, of 
Holyoke; of the congregation of the Methodist Episcopal Church • 
of East Longmeadow; and of the Woman's Association of the 
First Congregationnl Church of Springfield, all in the State of 
l\Iassachusetts, praying for the passage of the so-called antipolyg
amy bill, which were referred to the Committee on the Judiciary. 

l\Ir. WEEKS (for l\Ir. LODGE) presented a memorial .of the 
Social Science Club of Newton, Mass., remonstrating against _ 
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